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PREFATORY  NOTE 

This  paper  on  the  Taxation  of  Land  is  the  address  I  gave  at  Bretton 
Woods  in  September  last,  only  somewhat  expanded.  No  one  can  be  better 
aware  than  I,  that  it  is  scarcely  more  than  a  sketch  and  at  many  points 
gives  the  results  of  thought  and  research,  without  presentation  of  all  the 
steps  by  which  the  conclusions  have  been  reached.  I  had  hoped  to  add 
further  statistical  data,  but  I  have  made  undue  demands  on  the  patience  of 
our  secretary  by  the  present  delay  and  have  gone  beyond  the  usual  limits  of 
space.  Later,  I  hope  to  enlarge  this  paper  into  a  small  book  and  add  statis- 
tical data  and  otherwise  expand  my  treatment. 

Richard  T.  Ely. 

Madison,  Wisconsin,  January  25,  1922. 

OUTLINE 

PAGE 

Introduction.     Need  of  cool  thinking    5 

I.  Need  for  revenue  5 

A.  No  more  surplus  revenue  as  in  the  past 5 

B.  War  expenditures 5 

C.  Welfare  e.xpenditures  increasing    6 

II.  Widely  diffused  taxation  demanded  both  by  the  necessities  of  the 

situation  and  by  social  justice   7 

A.  The  tendency  of  liberty  as  well  as  honest  and  excellent  ad- 
ministration to  increase  taxation   7 

B.  Benefits  of  the  public  services  more  and  more  widely  diffused, 
without  a  corresponding  broadening  of  taxation   8 

C.  "  Swatting  the  rich  "  will  not  provide  enough   10 

D.  Masses  have  surplus  that  can  be  taxed  il 

E.  Taxes  on  consumption  and  various  indirect  forms  of  taxation 
must  be  employed  to  secure  a  sufficient  diffusion  of  taxes. 
Re-examination  of  subject  of  indirect  taxation  needed   15 

F.  A  wide  diffusion  of  public  burdens,  a  necessary  part  of 
progressive  policies    14. 

III.  Land  as  a  basis  for  taxation — peculiarities 15 

A.  Extreme  positions  on  this — neither  a  sound  one 15 

1.  Land  as  a  source  of  "  burdenless  "  taxation   15 

2.  Land  and  capital  considered  identical   15 

B.  Land  as  investment  yields  small  returns,  due  to  great  com- 
petition for  land  ownership.  Buildings  also  under  normal 
conditions  usually  yield  small  returns.  Chart  VI  and 
Table  VI    16 

C.  Land  as  poor  man's  rather  than  rich  man's  investment 18 


4f)IM);>7 


IV.  Taxation  and  land  utilization 20 

A.  Most  of  the  good  land  is  in  use — is  not  being  held  out  of  use.  20 

B.  A  great  evil  is  the  submarginal  land  that  is  in  use   20 

C.  One  of   the  remedies   for  bad   agrarian  conditions  is   to  get 
poor  land  out  of  use   21 

D.  Taxation  brings  into   use  privately  owned  submarginal  land 
and  brings  land  into  use  prematurely    21 

1.  Agricultural  land    21 

2.  Urban   land    21 

3.  Forest  land    23 

V.  Ownership  of  land  and  taxation    25 

A.  Property   in   land  not   peculiar   in    yielding  income ;    capital 
also  yields  income   25 

B.  Owners  of  land  that  is  not  in  active  use  perform  services  ...  25 

1.  They  hold  the  land  while  it  is  ripening  into  use. — The 
theory  of  ripening  costs  in  land  utilization.  This  is 
part  of  the  productive  process — the  production  of  time 
and  place  values   25 

2.  They  maintain  a  reserve  of  land  for  food  production  in 
times  of  need 27 

3.  They  take  the  risks  of  ownership,  pay  taxes  and  special 
assessments,  etc 28 

VI.  Land  rent  and  taxation    29 

A.  J.  S.  Mill's  plan  to  secure  increments  in  land  values  for  the 
state.     Would  this  have  bankrupted  the  British  Treasury?  ..  29 

B.  Land  values  depend  on  other  things  than  population  changes,  30 

C.  Land  values   have  lost   in   comparison  with   other   forms   of 
wealth   30 

D.  Exhibit  of  charts  showing  three  things   30 

1.  Land  values  have  fallen  in  their  proportion  to  other 
forms  of  wealth ; 

2.  Land  rents  are  increasing  more  slowly  than  public  ex- 
penditures and  would  be  inadequate  as  sole  source  of 
revenue ; 

3.  Land  rents  are  inelastic,  not  increasing  and  decreasing 
with  public  needs. 

VII.  Recommendations     43 

A.  Land  taxes  should  be  used  chiefly  for  local  revenues 43 

B.  Land  taxation  should  be  real  estate  taxation,  with  temporary 
exemptions  (short  terms)   for  buildings  when  encouragement 

of  building  is  needed   44 

C.  No  progressive  taxation  for  land  is  needed 45 

D.  Special    assessments    should    be    used    with    caution    even    in 
cities,  but  especially  in  rural  districts 5l 

TL.  A  cadastral  and  economic  survey 5 1 

F.   Investigations  are  needed  on  these  points   52 

I.  Possible  modification  of  system  of  taxation  of  selling 
value  of  land  in  the  direction  of  taxation  of  income 
value    52 


5 

2.  Comparisons  of  systems  of  taxation  in  difTercnt  states 
and  different  countries ;  especially  with  reference  to  the 
rates  of  taxation  on  land   52 

3.  Leasehold  system  of  land  tenure    53 

4.  Taxation  of  forest  and  mineral  land   55 

5.  Thorough-going  investigation  of  the  theory  and  practice 

of  indirect  taxation    56 

VIII.  General  Conclusions    56 

Appendix    57 

Introduction — Need  of  Cool  Thinking 

No  subject  in  the  field  of  taxation  involves  the  one  who  attempts 
to  treat  it  scientifically  in  more  difficulties  and  perplexities  than 
the  taxation  of  land,  because  the  taxation  of  land  has  become 
quite  as  much  a  social  problem  as  a  fiscal  measure.  To  many 
people  the  taxation  of  land  is  now  a  veritable  religion,  with  promise 
of  social  salvation.  This  renders  it  more  difficult  than  it  would 
otherwise  be,  to  treat  the  subject  with  that  dispassionate  calm  re- 
quired for  a  scientific  attitude  of  mind.  We  must  divest  ourselves 
of  prejudice  and  passion  and  approach  the  question  with  a  per- 
fectly open  mind.  Doubtless,  however,  it  is  less  necessary  to  give 
this  caution  to  an  audience  gathered  together  under  the  auspices 
of  the  National  Tax  Association  than  it  would  be  to  many  other 
groups. 

I.    Need  for  Revenue 

A.   No  more  Surplus  Revenue  as  in  the  Past 

Let  us  first  of  all  consider  some  underlying  facts  which  have  to 
be  taken  into  account  in  dealing  with  any  problems  of  taxation  at 
the  present  time.  The  most  outstanding  of  these  facts  is  the  need 
of  public  revenues.  There  was  a  time  in  our  history— a  time  so 
recent  that  it  can  be  recalled  by  men  who  are  still  in  middle  life — 
when  one  of  the  pressing  problems  of  federal  finance  was  the 
problem  of  a  yearly  surplus.  When  an  American,  living  in 
Europe  at  that  period  in  our  history,  called  attention  to  the  diffi- 
culty of  dealing  with  surplus  revenues,  the  ordinary  European 
looked  at  him  with  open-eyed  wonder  and  appeared  to  cherish 
doubts  as  to  his  veracity,  though  politeness  prevented  expression 
of  these  doubts  by  anything  except  involuntary  facial  movements. 
That  was  a  rare  period  in  the  financial  history  of  the  modern 
nation,  and  to  us  Americans  now  it  seems  something  very  remote 
in  idea,  if  not  in  time.  City,  state,  and  nation,  all  are  now  strug- 
gling with  the  problem  of  growing  expenses  and  inadequate  reve- 
nues. 

B.    War  Expenditures 

War  is  undoubtedly  the  chief  cause  of  the  staggering  growth  of 
public  expenditures.     We   would  like  to  put  war  down  as  a  tern- 


porary  cause,  and  in  our  budgets  we  may  possibly  place  it  among 
"  Extraordinar>'  Expenses  ".  Yet  war  as  a  cause  of  public  expen- 
diture has  characteristic  features  of  permanency,  although  these 
features  of  permanency  are  not  precisely  the  charactertistic  fea- 
tures of  those  expenditures  which  are  part  and  parcel  of  general 
social  evolution. 

War  expenses  should  diminish  with  increasing  rapidity,  pro- 
vided we  maintain  peace  among  the  nations  and  law  and  order 
within  the  nation.  While,  however,  we  hope  that  expenditure  due 
to  war  will  not  occur  in  the  future,  it  would  be  folly,  in  framing 
long-time  fiscal  policies,  to  overlook  war.  Since  the  world  began, 
war  has  been  going  on  a  good  part  of  the  time  and  has  been  a 
frequent  occurrence  even  in  our  own  exceptionally  and  happily 
situated  country. 

C.    J  V  el  fare  Expenditures  Increasing 

But  we  have  certain  normal  increases  in  public  expenditures 
altogether  apart  from  war,  and  even  an  era  of  peace  and  pros- 
perity with  good  government  must  bring  large  increases  in  reg- 
ular normal  expenditures.  That  those  expenses  of  our  federal 
government  which  we  could  place  under  the  heading  of  "  efiforts 
to  promote  the  general  welfare  "  are  only  a  very  small  percentage 
of  all  public  expenditures  has  been  admirably  shown  by  the  late 
Dr.  Edward  B.  Rosa  in  his  monograph  on  the  "  Expenditures  and 
Revenues  of  the  Federal  Government,"  which  appeared  in  the 
Annals  of  the  American  Academy  of  Political  and  Social  Science  for 
May  of  the  present  year  (1921).  Nevertheless,  these  expenditures 
are  increasing  rapidly,  even  in  the  case  of  our  federal  government, 
and,  as  Dr.  Rosa  has  shown,  they  ought  in  the  future  to  increase 
very  greatly,  as  they  surely  will.  But  in  the  case  of  our  state  and 
local  political  units,  especially  cities,  they  form  the  biggest  items 
in  our  budgets,  and  they  are  increasing  by  leaps  and  bounds.  A 
whole  hour  could  be  spent  in  simply  enumerating  the  expenditures 
made  to  promote  the  general  well-being  of  the  community,  to  ad- 
vance civilization,  and  to  diffuse  as  widely  as  possible  its  benefits. 
We  may  think  of  education  and  its  endless  ramifications,  of  devel- 
opments of  departments  of  agriculture  with  their  various  features, 
of  expenditure  for  pleasure  and  recreation,  of  expenditures  to 
promote  health  and  guard  against  accident,  and  so  on.  We  can 
scarcely  take  up  a  daily  paper  without  seeing  mention  of  some 
new  line  of  social  activity,  actual  or  proposed,  which  involves  in- 
creasing public  expense. 


11.   Widely  Diffused  Taxation  Demanded  Both  by  the  Neces- 
sities OF  THE  Situation  and  by  Social  Justice 

A.    The  Tendency  of  Liberty  as  well  as  Honest  and  Excellent 
Administration  to  Increase  Taxation 

Long  ago  a  great  French  political  philosopher,  Montesquieu,  laid 
it  down  as  a  law,  invariable  and  without  exception,  that  liberty 
increases  public  expenditures.  If  there  is  an  exception  to  this 
law  it  would  be  difficult  to  find  it.  Some  have  supposed  that  hon- 
esty and  excellence  of  administration  would  decrease  public  ex- 
penditure. An  impartial  survey  of  history,  however,  will  show 
that  the  opposite  is  the  case,  and  that  for  reasons  not  difficult  to 
ascertain.  Economic  evolution  and  advancement  in  knowledge 
bring  expansion  of  social  relations,  and  that  involves  common 
needs,  to  be  satisfied  by  public  agency.  Honesty  and  excellence  of 
administration  strengthen  the  arguments  for  those  sorts  of  desired 
common  action  that  carry  with  them  increasing  public  expenditure. 

Perhaps  it  is  well  to  add  a  word  at  this  point  to  avoid  possible 
misapprehension.  It  might  not  be  unnatural  to  raise  the  question: 
Will  dishonesty  and  poor  administration  decrease  public  expendi- 
tures? It  is  perfectly  obvious  that  in  themselves  honesty  and  ex- 
cellence of  administration  may  decrease  expenditures  for  some 
particular  purpose.  It  is  quite  possible  to  find  governmental  activi- 
ties which  could  be  performed  equally  well  or  better  with  less 
than  the  actual  expenditure  involved.  What  we  are  here  talking 
about,  when  we  say  that  honesty  and  excellence  in  administration 
increase  public  expenditures,  is  the  long-time  effects.  Just  as  we 
improve  administration,  we  remove  objections  to  further  develop- 
ment of  public  functions.  I  suppose  one  who,  during  the  World 
War,  was  as  thoroughly  pro-Ally  and  anti-German  as  one  could 
well  be,  may  dare  to  take  an  illustration  from  Germany.  After  all, 
there  are  a  great  many  good  things  in  Germany,  and  one  of  the 
best,  in  my  judgment,  was  the  public  administration.  Can  anyone 
familiar  with  German  life  doubt  that  this  was  one  reason  for  the 
extension  of  governmental  activities,  with  growing  public  expendi- 
tures in  that  country?  On  the  other  hand,  poor  and  dishonest 
public  administration  in  Russia  belonged  to  those  general  social 
causes  retarding  the  growth  of  general  welfare  activities  with 
their  attending  public  expenditures.  A  few  years  ago  one  could 
start  in  the  heart  of  Russia  and,  traveling  westward,  find  a  very 
general  increase  of  such  expenditures  just  as  one  got  into  the 
more  and  more  highly  civilized  regions. 

What  we  may  do  by  excellence  in  administration  and  honesty  is 
to  get  more  for  each  dollar  expended,  and  in  this  country  if  we 
work  along  this  line  we  shall  secure  the  largest  results.  Past  ex- 
perience does  not  leave  ground  for  hope  that  public  expenditures, 


except  those  connected  with  the  World  War,  are  likely  to  de- 
crease, and  even  what  can  be  accomplished  in  this  direction  may 
easily  be  exaggerated. 

It  was  about  1828  that  a  French  Minister  of  Finance  in  the 
French  Chamber  of  Deputies  said  something  like  this,  '"  A  budget 
of  one  thousand  million  francs !  Behold  it !  contemplate  it,  gentle- 
men !  You  will  never  see  its  like  again."  And  France  has  never 
seen  its  like  again.  But  not  because  expenditures  have  gone  down, 
as  the  Minister  intended  to  predict,  but  because  they  have  steadily 
increased  from  that  time  until  no  one  even  dreams  of  so  small  an 
annual  budget  as  one  of  a  thousand  million  francs,  even  in  time 
of  peace.  And  during  this  period,  it  is  probable  that  honesty  and 
the  quality  of  public  administration  in  France  have,  on  the  whole, 
shown  no  deterioration,  possibly  even  have  improved,  while  liberty 
has  grown. 

B.  Benefits  of  the  Public  Services  More  and  More  Widely  Diffused 
without  a  Corresponding  Broadening  of  Taxation 

We  have,  however,  a  peculiar  situation  which  seems  to  have  at- 
tracted little  attention.  The  things  of  g'eneral  interest  which  we 
are  doing,  and  are  being  urged  to  do,  are  very  generally  things 
which  are  remunerative  to  a  great  many  of  the  people ;  things  that 
bring  great  return  to  the  individual  and  to  society.  But  we  have 
not  evolved  methods  for  getting  into  the  public  treasury  a  sufficient 
portion  of  the  private  and  social  gains  that  result  from  doing  these 
various  things.  Let  us  take  health  and  education  as  an  illustration. 
Let  us  say  a  man's  earning  power  is  increased  $500  a  year  by  the 
public  education  which  he  receives,  beginning  with  the  grade 
schools  and  going  up  through  the  state  university.^  This  increase 
in  earning  power  of  $500  a  year  may  continue  for  thirty  years,  and 
to  any  teacher  of  long  experience  in  a  great  university  this  will 
not  seem  like  an  unusual  case.  We  have,  however,  no  special 
agency  for  getting  hold  of  any  considerable  portion  of  this  incre- 
ment of  gain  to  the  individual.  If  we  should  take  $200  a  year  from 
him  he  would  still  be  a  large  gainer.  But  public  sentiment,  in  the 
case  of  state-supported  education,  is  against  exacting  any  consider- 
able fees  for  the  service  rendered.  As  a  matter  of  fact,  we  could 
not  systematically  take  the  pecuniary  gains  resulting  from  higher 

^  That  this  estimate  is  not  too  large  will  be  evident  from  a  comparison  of 
this  figure  with  the  figures  given  by  Professor  A.  Caswell  Ellis,  of  the  Uni- 
versity of  Texas,  in  the  bulletin  Money  Value  of  Education  (U.  S.  Depart- 
ment of  the  Interior,  Bureau  of  Education,  Bulletin,  1917,  No.  22).  This 
brings  together  the  results  of  a  number  of  studies  showing  the  increase  in 
earning  power  that  is  due  to  public  education,  whether  the  employment  is 
industrial,  commercial,  or  agricultural. 


education;  they  are,  for  one  thing,  too  irregular,  standing  in  no 
certain  relation  to  the  amount  expended  on  the  individual ;  and, 
moreover,  we  should  not  attempt  to  do  so,  and  that  for  a  variety 
of  reasons  into  which  we  cannot  now  enter. 

We  are  doing  more  and  more  to  guard  health  and  safety  of  life 
and  limb,  and  as  a  result  many  a  wage-earner  continues  to  receive 
good  wages  for  years  who  might  otherwise  become  an  invalid  and 
a  public  charge.  But  we  have  devised  no  means  of  getting  a  con- 
tribution from  the  individual  who  receives  this  gain  except  through 
our  general  measures  of  taxation,  and  these  are  unsatisfactory  and 
stand  in  small  relation  to  benefits  conferred  by  these  special  expen- 
ditures. Here,  again,  w^e  cannot  devise  any  measures  for  securing 
proportionate  returns  from  individuals  benefited  and  we  should  not 
attempt  it. 

We  are  now  being  urged  to  establish  agencies  to  give  special 
care  to  expectant  mothers  and  to  women  when  they  become  mothers 
and  to  their  children.  It  can  easily  be  figured  out  that  the  benefits 
to  individuals  and  to  society  will  run  up  into  the  hundreds  of  mil- 
lions, if  not  billions,  annually.  But  we  have  not  devised  revenue 
measures  for  bringing  into  the  public  treasury  a  considerable  por- 
tion of  these  benefits  enjoyed  by  individuals.  And  as  to  direct 
proportionate  taxation  for  this  purpose — once  more  we  could  not 
and  should  not. 

The  illustrations  cited  fall  largely  within  the  general  field  of 
education  and  that  field  of  public  and  preventive  medicine  which 
is  being  extended  very  rapidly  and,  in  the  opinion  of  very  many, 
ought  to  be  extended  until  its  services  are  offered  to  all  those  de- 
siring them,  just  as  public  and  tax-supported  education  has  become 
universal  in  its  scope ;  but  by  no  means  excluding  private  activity, 
which  should  in  medicine  and  education  have  free  scope  so  long  as 
standards  of  excellence  are  maintained.  Public  medicine  would 
prevent  disease,  restore  health,  and  decrease  pauperism.  Illness  is 
enormously  expensive  to  the  individual  and  generally  comes  at  a 
time  of  lessened  earning  powers;  often  at  a  time  of  cessation  of 
earnings.  Then  follows  the  frequently  slow  period  of  convales- 
cence, with  premature  attempts  to  resimie  employment;  then  re- 
lapse, illness,  discouragement,  possibly  the  fall  of  an  entire  family, 
none  too  sturdy  to  begin  with,  into  pauperism.  Those  who  follow 
hospital  cases  with  care,  and  workers  among  the  poor,  will  find  this 
recital  a  familiar  story  and  may  be  able  to  recall  concrete  illustra- 
tions. 

Let  us  suppose  public  medicine  keeps  a  man  at  work  250  days  a 
year,  at  $3.00  a  day,  who  otherwise  might  fall  into  the  class  of 
"  casuals "  and  earn  on  the  average  $2.50  a  day  for  200  days. 
The  difiference  in  earnings  is  $250  a  year.  If  we  could  in  some  way 
get  from  this  man  $50  a  year  he  would  be  still  a  great  gainer;  but 
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it  is  only  through  indirect  taxes  that  he  can  contribute  to  public 
expenditures.     The  experience  of  the  world  shows  this. 

Fees  may  be  suggested,  and  this  neglected  field  of  public  finance 
should  be  cuhivated  theoretically  and  practically.  But  in  this  class 
of  cases  we  cannot  do  very  much  to  get  a  return  for  the  enormous 
public  expenditures  involved.  Fees  may  diminish  service,  and  of 
this  the  clinic  of  the  University  of  Wisconsin  furnishes  illustra- 
tions. Students  do  not  pay  fees  for  the  services  of  the  clinic,  and 
they  therefore  consult  the  clinic  freely  and  early  in  case  of  indis- 
position, and  as  a  result  the  number  of  days  of  absences  has  de- 
clined.^ 

We  have,  as  a  result  of  advancement,  established  enormously 
high  standards  for  the  masses  in  comparison  with  earlier  stand- 
ards. But  we  have  not  devised  a  way  of  getting  a  return  for  the 
costs  into  the  public  treasury.  Where  tangible  property  results,  we 
have  taxation,  but  inadequate  taxation.  Where  we  have  an  income 
tax,  as  in  some  of  our  states,  the  income  of  the  individual  is  a 
source  of  public  revenue,  but  the  exemptions  are  large,  and  the 
income  taxes  do  not  reach  the  great  mass  of  people  who  receive 
these  increasing  benefits  from  public  expenditures. 

C.  "  Swatting  the  Rich  "  will  Not  Provide  Enough 

More  and  more  the  idea  of  "  swatting  the  rich  "  seems  to  pre- 
vail, but  apart  from  any  other  bad  consequences,  such  as  a  viola- 
tion of  sentiments  of  justice  and  a  general  weakening  of  ethical 
standards  and  the  inevitable  evolution  resulting  from  bringing  this 
idea  to  its  logical  outcome  in  bolshevism,  we  have  the  fact  that  the 
rich  are  too  few  to  bear  the  burden.^  We  may  tax  them  to  the 
point  of  bringing  them  down  to  a  common  level,  but  our  problem 
is  still  an  unsolved  one. 

John  Stuart  Mill  regarded  as  sooner  or  later  intolerable,  a  con- 
dition of  society  in  which  the  rich  were  looked  upon  as  "  a  mere 
prey  and  pasture  for  the  poor  ".  He  wrote  those  words  more  than 
fifty  years  ago,  and  the  situation  is  now  so  much  worse  than  it  was 
then  that  it  requires  courage  to  take  a  stand  for  fairness  to  all 
classes,  rich  and  poor  alike;  for  one  is  sure  to  be  denounced  as 
reactionary,  with  strong  intimation  that  one  has  been  perverted  by 
self-interest  or  even  corrupted  by  powerful  forces,  the  so-called 
"  interests  ".    But  to  array  class  against  class  is  the  way  of  social 

2  See  The  Foundation  of  National  Prosperity  ( Ely,  Hess,  Leith,  Carver) 
for  an  illustrative  chart,  p.  Si. 

3  The  researches  of  the  National  Bureau  of  Economic  Research  afford 
statistical  proof.  See  Income  in  the  United  States,  Vol.  I,  by  the  staff  of 
the  National  Bureau  of  Economic  Research;  also  Vol.  II  of  the  same  work, 
which  is  soon  to  appear  ;  cf.  also  the  earlier  work,  W.  I.  King's  Wealth  and 
Income  of  the  People  of  the  United  States. 
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destruction;  and  the  thoughtful  person  must  be  filled  with  alarm 
when  he  reflects  on  the  drift  of  current  opinion  as  reflected  in  the 
applause  which  greets  the  efforts  to  pull  down  the  successful,  simply 
because  they  are  successful.  The  appetite  grows  by  what  it  feeds 
on.  Our  safeguard  consists  in  the  development  of  sound  economic 
thought  on  the  one  hand,  showing  the  inevitable  outcome  of  this 
tendency,  unless  checked,  in  general  poverty;  and  on  the  other 
hand,  in  the  growth  of  a  sense  of  justice  to  all  and  especially  the 
cultivation  of  a  spirit  of  fraternity,  embracing  the  community  as  a 
whole.  Unless  we  can  succeed  in  doing  this,  our  civilization  will 
perish,  not  from  attacks  from  without  but  from  rottenness  within.* 
Progress  depends  on  wise  leadership,  and  nothing  is  so  precious 
as  talent;  nothing  so  disastrous  as  the  discouragement  and  sup- 
pression of  the  gifted.  Democracy,  to  be  safe  for  the  world,  must 
be  able  to  enlist  the  superior  powers  of  the  few  in  the  service  of 
the  many.  This  is  the  economic  problem.  The  ethical  problem  is 
to  unite  all  groups,  all  social  strata  in  the  bonds  of  fraternity.  The 
finest  fruiting  and  flowering  of  human  society  depend  upon  deli- 
cate adjustments,  and  thus  far  we  have  seen  just  enough  of  this 
fruiting  and  flowering  to  have  only  an  imperfect  apprehension  of 
the  possible  future  grandeur  of  humanity. 

D.  Masses  have  Surplus  that  can  be  Taxed 

On  the  other  hand,  there  is  a  very  widespread  ability  on  the 
part  of  tha  masses — if  I  may  use  this  expression — to  contribute  to 
the  public  revenue.  On  every  hand  we  see  an  enormous  surplus  of 
income  over  the  needs  of  subsistence.  A  manufacturer  of  chew- 
ing gum  has  become  one  of  the  rich  men  of  our  times,  and  prob- 
ably no  kind  of  investment  has  increased  more  rapidly  in  the  last 
ten  years  than  that  represented  by  the  "  movies  ".  A  survey  of 
even  a  single  high  school  in  one  of  our  cities  will  show  that  the 
pupils  spend  considerable  sums  for  superfluities  of  doubtful  utility. 
The  following  data  are  merely  illustrative. 

A  survey  made  during  thrift  week  of  1920  in  Beloit,  Wisconsin,, 
showed  that  the  students  of  the  schools  of  that  city  spent  about 
$62,000  annually  on  movies,  candy,  ice-cream,  and  non-essential 
entertainment.  The  per  capita  expenditure  was  $46  a  year  for 
high  school  pupils  and  ranged  from  $6.29  to  $15.65  for  the  grade 
schools.  Of  the  $62,000,  $14,562.20  was  spent  for  movies,  $15,768 
for  other  entertainments,  and  $29,536.12  for  candy. 

Figures  for  other  cities  show  that  Beloit  is  no  exception.  La- 
Crosse,  Wisconsin,  reported  over  $100,000  spent  on  non-essentials, 
of  which  $50,000  is  for  candy  and  amusements  of  the  high  school 
pupils. 

*  See  note  ",  Appendix. 
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Among  the  non-essential  articles  manufactured  in  the  United 
States  in  1919  were  tobacco  and  its  accessories,  to  the  value  of 
$1,150,826,000;  confectionery  and  ice-cream,  $637,215,000;  bever- 
ages and  accessories,  $615,511,000;  articles  of  adornment,  $275, 
035,000;  musical  instruments,  $163,681,000;  articles  of  amusement 
(sporting  goods,  toys,  etc.),  $115,369,000;  perfumery  and  cos- 
metics, $59,592,000;  chewing  gum,  $51,240,000.=  Most  of  these 
were  consumed  in  the  United  States,  for  we  exported  in  that  year 
comparatively  little  of  the  articles  named.  For  example,  out  of 
more  than  a  billion  dollars'  worth  of  manufactures  of  tobacco  and 
their  accessories,  we  exported  less  than  forty-seven  million ;  while 
we  imported  more  than  eleven  million  dollars'  worth  of  manufac- 
tured tobaccos.  The  other  articles  show  exports  of  proportionally 
small  amounts,  which  were,  in  many  cases,  partially  offset  by  im- 
ports.^ It  is  safe  to  conclude  that  we  ourselves  consumed  nearly 
all  of  these  non-essential  commodities,  totaling  in  value  $2,904, 
788,000. 

Baseball  attracts  enormous  crowds  and  has  become  a  great  busi- 
ness undertaking.  Prize  fights  are  a  favorite  diversion,  and  if 
greatness  were  measured  by  newspaper  space,  no  hero  in  the 
world's  history  has  ever  surpassed  Dempsey.  Men  flock  to  a  prize 
fight  from  all  parts  of  the  United  States  and  spend  more  for  a 
single  seat  at  one  prize  fight  than  they  think  they  could  afford  for 
books  in  five  years.  The  official  figures  of  the  Dempsey-Carpentier 
fight  in  Jersey  City  on  July  2nd  of  this  year,  1921,  sho*v  receipts 
very  considerably  exceeding  one  and  a  half  million  dollars. 

We  have,  then,  evidence  on  every  hand  of  very  large  and  very 
widely  diffused  surplus  wealth  from  which  contributions  towards 
public  expenditures  could  be  exacted,  and  that  without  necessarily 
causing  any  harm  or  any  real  suffering  to  the  contributors.  Only 
to  a  very  limited  extent  is  this  source  tapped.  We  have,  then,  a 
contradiction  and  a  lack  of  harmony  between  our  progressive  pro- 
grams and  our  systems  of  taxation.  There  is,  likewise,  a  lack  of 
harmony  between  our  administrative  machinery  and  our  public 
needs.  We  are  unable,  without  ruin,  to  meet  our  growing  needs 
by  direct  taxation,  but  we  must  devise  systems  of  taxation  which 
spread  abroad  among  the  great  masses  of  people  public  burdens 
that  have  some  kind  of  relation  to  public  benefits.''' 

5  Figures  compiled  from  the  preliminary  statement  of  the  Census  of 
Manufactures,  issued  by  the  Department  of  Commerce,  Bureau  of  the  Census. 

®  Foreign  Commerce  and  Navigation  of  the  United  States  for  the  Calen- 
dar Year  igig,  U.  S.  Department  of  Commerce,  Bureau  of  Foreign  and 
Domestic  Commerce,  Washington,  1920.  Table  3  (Imports),  Table  5  (Ex- 
ports). 

"  See  Note  i,  Appendi.x. 
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E.    Taxes  on  Consumption  and  Various  Indirect  Forms  of  Taxa- 
tion must  be  Employed  to  Secure  a  Sufficient  Diffusion  of 
Taxes. — Re-examination  of  Subject  of  Indirect 
Taxation  Needed 

In  Switzerland,  years  ago,  progressive  people  found  that  tliey 
had  to  make  choice  between  progressive  programs  and  the  aban- 
donment of  that  large  measure  of  reliance  upon  direct  taxes  which 
they  had  been  inclined  to  advocate.  Switzerland  passed  over  to  an 
increasing  use  of  indirect  taxes,  as  a  necessary  means  of  accom- 
plishing the  desired  progressive  programs. 

The  Preliminary  Report  of  this  organization  on  a  "  Model  Sys- 
tem of  State  and  Local  Taxation  "  concludes  Article  IX,  "  Taxes 
upon  Consumption  ",  W'ith  these  words : 

"  It  may  well  be,  however,  that  at  some  future  time  the  Na- 
tional Tax  Association  w-ill  do  well  to  appoint  a  committee  to 
canvass  carefully  the  possibility  of  supplementing  existing 
sources  of  state  and  local  revenue  by  taxes  levied  upon  what 
may  be  fairly  classified  as  luxurious  consumption." 

The  time  has  surely  come  when  such  a  committee  should  be  ap- 
pointed, with  instructions  to  report  at  the  next  annual  meeting  of 
this  association. 

I  am  not  sure,  however,  that  the  suggestion  made  is  sufficiently 
far-reaching.  Taxes  should  be  regarded  as  necessaries.  What  one 
pays  in  taxes  should  be  looked  upon  in  the  same  light  as  what  one 
pays  for  bread  and  meat.  This  is  a  logical  outcome  of  the  activi- 
ties of-  the  modern  state  and  community.  Things  that  the  indi- 
vidual formerly  did  privately  are  done  to  an  ever  increasing  extent 
through  public  agencies.  The  man  who  cannot  pay  for  the  services 
which  he  receives  through  private  agency  we  call  a  pauper.  To 
treat  large  classes  in  a  community  as  though  they  should  be  exempt 
from  taxation  is  to  treat  them  as  paupers.  A  man  may  be  poor 
and  still  pay  his  debts.  Poor  is  a  relative  term,  and  all  who  are 
not  paupers  should  expect,  and  should  be  expected,  to  bear  a  proper 
share  of  the  public  burdens,  and  this  means  a  large  development  of 
indirect  taxation.  A  man  may  complain,  and  perhaps  justly — in 
some  cases  surely  justly — because  his  income  is  inadequate  to  meet 
his  expenses;  but  he  should  not  complain  because  he  is  expected  to- 
pay  taxes  just  as  he  is  expected  to  pay  his  butcher  and  his  baker. 
It  is  really  an  insult  to  the  workingman  to  treat  him  as  a  tax-exempt 
person. 

If  human  beings  were  different  from  the  human  beings  that  are 
actually  found  in  this  world,  we  could  rely,  to  a  far  greater  extent 
than  we  do,  upon  direct  taxes.  Let  us  suppose  a  proper  tax  for  a 
wage-earner  is  $9,  and  that  he  receives  $4  a  day,  three  hundred 
days  in  the  year.    Theoretically,  it  is  possible  for  him  to  put  aside 
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three  cents  every  working  day  and  have  it  ready  to  pay  to  the 
proper  authority  in  January.  Practically,  it  is  impossible,  as  even 
those  who  have  far  larger  incomes  know  by  experience.  He  could, 
however,  pay  three  cents  a  day  in  indirect  taxes,  as  he  purchases 
the  commodities  and  services  that  he  consumes,  and  not  feel  the 
burden  keenly.  Moreover,  it  is  altogether  probable  that  in  the 
final  adjustments  he  might  not  find  his  income  seriously  curtailed. 

Very  little  has  been  done  in  recent  years  on  the  subject  of  in- 
direct taxation.  Many  of  us  are  accepting  theories  that  are  one 
hundred  years  old,  without  any  critical  examination.  Clearly,  there 
is  an  opportunity  for  some  one,  and  perhaps  for  several,  to  render 
a  distinct  public  service  by  a  re-examination  of  the  theory  and 
practice  of  indirect  taxation. 

F.  A  Wide  Diffusion  of  Public  Burdens,  a  Necessary  Part  of 
Progressive  Policies 

What  I  have  said  about  a  wide  diffusion  of  taxes  to  correspond 
in  some  way  (to  be  sure,  in  some  very  rough  way)  to  diffusion  of 
benefits,  is  conceived  of  as  a  part  of  progressive  policies.  It  is 
impossible  permanently  to  widen  out  more  and  more  the  strata  of 
our  pyramid  of  population  receiving  greater  and  greater  public 
benefits  and  then  to  go  upwards  to  the  smaller  and  smaller  strata 
of  the  population  bearing  the  burdens.  To  attempt  this  is  moral 
and  economic  ruin — meaning,  if  carried  far  enough,  the  downfall 
of  civilization. 

What  can  be  done  to  promote  the  general  interest  with  a  sur- 
vival of  growing  prosperity  depends  upon  intellectual  enlighten- 
ment and  the  moral  sense  of  the  great  mass  of  the  people.  Many 
things  which  would  promote  prosperity  we  cannot  now  do  because 
ignorance,  prejudice,  class  feeling,  phrases,  and  popular  clamor 
stand  in  the  way  of  true  progressive  measures.  How  is  it  possible 
to  do  with  respect  to  the  debt  of  the  Allies  to  the  United  States,  the 
"thing  which  is  regarded  by  those  we  generally  consider  the  most 
-competent,  as  being  in  our  own  interest? 

Professor  T.  S.  Adams  gives  good  illustrations  of  the  situation 
in  the  following  quotations  from  his  article  on  "  Fundamental 
Problems  of  Federal  Income  Taxation,"  in  the  Quarterly  Journal 
of  Economics,  August,  1921. 

"The  income  tax  how  fails  to  reach  the  majority  of  the 
people  of  the  country,  who  nevertheless  have  some  real  capac- 
ity to  pay,  as  is  revealed  by  their  enormous  consumption  of 
semi-luxuries.  This  fund  of  taxable  capacity  I  should  tap  with 
a  number  of  consumption  taxes,  both  import  duties  and  excises, 
capable  of  clear  definition  and  successful  administration,  such 
as  taxes  on  tobacco,  amusements,  sugar,  tea,  coffee,  chocolate, 
rubber,  and  gasoline.  Such  articles  should  be  selected  not  be- 
cause their  consumption  is  harmful — I  believe  in  the  necessity 
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of  luxuries — but  because  they  represent  effective  and  conven- 
ient points  at  which  to  tap  the  taxable  surplus  of  the  con- 
sumer "  (page  554). 

"  There  is  a  tax  which  is  costless,  incapable  of  evasion, 
wholly  simple,  quite  productive,  and  having  no  particularly 
evil  characteristics  of  incidence  and  burden;  the  proposed  in- 
crease of  one  cent  in  the  first-class  postal  rates.  Moreover,  at 
the  present  time,  the  postal  service  is  running  at  a  deficit.  Yet 
has  this  tax  any  chance  of  adoption  at  a  time  when  the  country 
is  clamoring  for  'simple  taxation'?  Practically  none.  Have 
the  simple  and  productive  '  breakfast  table  '  taxes  any  chance 
of  a  respectful  hearing?  None.  They  are  ignored  by  the 
people,  by  both  political  parties  and  by  Congress  "  (page  555). 

All  this  is  a  necessary  prelude  to  any  modern  tax  program. 
This  is  our  prolegomena  to  the  Taxation  of  Land,  and  we  now 
pass  over  to  that. 

III.   L.\ND  AS  A  Basis  for  T.\xation — Peculiarities 

A.  Extreme  Positions  on  This — Neither  a  Sound  One 

1.  Land  as  a  Source  of  Burdenless  Taxation 

In  the  discussion  of  land  and  taxation  we  find  two  extreme  posi- 
tions taken.  There  are  those  who  put  land  in  a  separate  class  by 
itself,  as  a  source  of  unearned  increment  to  be  taken  for  public 
purposes.  Many,  still  blindly  groping  about  for  magic,  are  seek- 
ing to  get  something  for  nothing  and  want  to  discover  burdenless 
taxation.  All  taxation  represents  effort  on  the  part  of  somebody 
and  is  a  load  to  be  carried.  There  may  be  controversy  as  to  who 
should  bear  the  load  or  as  to  how  it  should  be  distributed,  but  we 
cannot  make  much  progress  until  we  clearly  recognize  that  taxa- 
tion means  a  load  to  be  carried  and  that  the  search  for  burdenless 
taxation  is  the  pursuit  of  a  will-o'-the-wisp. 

2.  Land  and  Capital  Considered  Identical 

Another  extreme  is  represented  by  those  who  treat  land  and 
capital  as  precisely  one  and  hold  that  the  same  rule  applies  to  all 
kinds  of  property  without  differentiation.  This  latter  extreme, 
however,  will  scarcely  find  adherence  among  economists  and  it 
may  be  difficult  to  find  any  economist  of  standing  who  will  accept 
the  first  extreme  position. 

The  landowner  has  to  bear  taxes  as  truly  as  the  owner  of  capita! 
has  to  bear  them;  and  it  is  generally  held  that  he  is  less  capable 
of  shifting  them.  There  is,  however,  a  good  deal  of  shifting  of 
taxes  upon  land,  just  as  there  is  a  good  deal  of  distribution  of  rent. 
When  the  tax  on  land  is  increased  the  landowner  feels  the  burden ; 
if  it  is  reduced  he  feels  the  relief.  If  the  burden  is  a  heavy  one 
he  feels  it  keenly;  if  the  source  of  income  dries  up,  as  it  has  this 
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year  for  many  a  farmer,  the  tax  burden  under  our  American  sys- 
tem of  taxing  the  selling  value  of  land  still  continues,  and  in  many 
cases  it  is  not  too  much  to  say  it  is  crushing. 

When  investments  are  made,  all  taxes,  as  far  as  they  can  be 
foreseen,  are  taken  into  account.  Liberty  bonds,  land  bank  bonds, 
municipal  securities,  mortgages  —  all  afford  familiar  illustrations. 
Daily  quotations  in  newspapers  supply  ample  proof.  It  is  certain 
that  capitalization  of  taxes  takes  place  in  all  cases  of  income- 
producing  property  so  far  as  it  is  known  or  anticipated.  If  the 
taxes  on  land  are  more  stable  and  more  lasting,  they  are  discounted 
or  otherwise  capitalized  to  a  greater  extent  than  they  are  in  the 
case  of  the  less  lasting  taxes.  If  less  stable  and  less  lasting,  as  they 
are  in  many  cases,  they  are  capitalized  to  less  extent. 

B.   Land  as  Investment  Yields  Small  Returns,  Due  to  Great  Com- 
petition for  Land  Ownership.     Buildings  also  under 
Normal  Conditions  Usually  Yield  Small  Returns 

Another  point  to  be  considered  in  the  discussion  of  the  taxation 
of  land  is  that  land  yields  a  small  return  upon  investment  and,  in 
general,  less  than  approved  investments  of  capital.  Apparently 
this  has  been  generally  overlooked  by  economists.  However  that 
may  be,  George  Tucker,  of  Virginia,  in  his  Political  Economy  for 
the  People,  published  in  Philadelphia  in  1859,  deserves  credit  for 
clearly  stating  the  proposition  that  land  gives  a  smaller  return  in 
percentage  than  capital.     He  uses  these  words : 

"  It  may  be  remarked  that  land,  including  lots  and  houses  in 
town,  yield  less  than  the  average  profits  of  capital,  partly  on 
account  of  the  greater  security  of  the  capital,  and  partly  be- 
cause, being  visible  to  all,  and  appreciable  by  all,  they  confer 
on  the  proprietor  somewhat  more  of  influence  in  society  than 
personal  property." 

But  in  addition  to  these  two,  there  are  other  reasons  why  the 
competition  in  landownership  is  especially  severe.  Land  is  more 
inviting  as  an  investment  to  the  great  mass  of  people.  The  ordi- 
nary man  feels  that  he  is  facing  the  unknown  when  he  considers 
any  one  of  a  large  proportion  of  the  possible  investments  in 
capital;  and  he  is  very  right  in  this  feeling.  He  knows  that  bank 
stocks  carry  double  liability,  and  when  it  comes  to  passing  judg- 
ment upon  the  management  of  railways  and  public  utilities,  gener- 
ally he  appreciates  the  fact  that  the  doings  of  boards  of  directors 
are  beyond  his  power  of  critical  judgment.  He  does  know,  how- 
ever, that  these  great  undertakings  have,  in  many  cases,  gone  into 
the  hands  of  receivers.  He  fears  manipulation  on  the  one  hand, 
and  on  the  other  he  is  beginning  to  appreciate  that  taxation  and 
regulation  of  these  enterprises  by  commissions,  national  and  state^ 
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is  leaving  small  margins  of  profit.  In  addition  to  these  perfectly 
legitimate  enterprises,  we  find  the  appeals  of  the  unscrupulous; 
and  wildcat  speculation  and  "  gold  bricks  "  unhappily  deceive  a 
good  many,  but  happily  not  the  great  mass  of  people,  who  turn  to 
the  land.  Land  is  something  tangible;  men  can  see  it;  they  may 
walk  on  it;  they  exercise  judgment  about  it.  While  land  selection 
is  difficult,  we  have  an  increasing  number  of  agencies  helping  men 
to  select  land  wisely,  particularly  agricultural  land.  Unsound  titles 
have  brought  loss  in  the  past,  but  through  land  registration  acts 
(Torrens  Acts)  and  title  and  insurance  companies  this  risk  is  being 
overcome.^  The  normal  man  happily  has  the  love  of  the  earth, 
which  makes  him  desire  landownership.  He  wants  a  little  piece 
of  the  earth  as  his  own  and  desires  to  take  the  responsibility  in- 
volved in  ownership. 

Buildings,  also,  in  normal  times  usually  show  low  return.  Men, 
rich  and  poor,  love  to  build.  The  normal  man  is  attracted  by  con- 
structive effort  and  a  return  of  four  per  cent  is  often  a  sufficient 
lure. 

We  have  many  proofs  of  the  low  return  that  land  yields,  or  let 
me  say  real  estate,  so  as  to  include  buildings.  One  proof  is  the 
•difficulty  of  paying  for  purchases  of  land  with  borrowed  money 
because  the  interest  rate  exceeds,  generally,  the  rate  of  return  on 
land  and  on  buildings,  although  this  holds  true  to  a  less  extent  for 
buildings.^  New  Zealand  and  Ireland  afford  illustrations.  Gov- 
ernment loans  have  been  found  necessary  in  both  countries  to  make 
it  possible  for  land  users  in  desired  numbers  to  acquire  ownership 
when  they  did  not  start  with  a  considerable  amount  of  capital.  It 
has  required  government  credit  to  get  interest  low  enough  to  over- 
-come  the  comparatively  small  rate  of  return  on  land.  And,  also,  it 
may  be  remarked,  one  reason  for  the  inadequate  housing,  in  many 
•cases,  is  because  the  rate  of  return  on  houses  has  been  so  low. 
However,  in  a  good  many  places  before  the  World  War  the  love 
•of  construction  was  so  great  that  even  with  the  low  return  on  real 
•estate  there  was  an  oversupply  of  housing.  In  great  cities  like 
?^'ew  York  it  has  been  possible  to  borrow  large  sums  from  insur- 
ance companies  and  trust  funds,  at  a  very  low  rate,  and  this  has 
aided  the  construction  of  buildings  in  such  centers. 

8  Note  2,  Appendix. 

^  See  two  illuminating  articles  bearing  on  this  statement;  "Can  Farms 
•of  the  United  States  Pay  for  Themselves?",  in  the  Journal  of  Farm  Eco- 
nomics, Vol.  II,  pp.  177-193,  and  "Size  of  Initial  Payment  Required  to 
Permit  Purchase  of  a  Farm  in  a  Given  Time  ",  in  the  same  periodical.  Vol. 
Ill,  pp.  122-127,  both  by  George  Stewart. 
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TABLE  VI 

Comparison  of  Land  Incomes  and  Other  Incomes  Showing  Portion 
Taxed 


Percentage  Earned  on 
Investment 

Proportiott 
of  Income 

Before  Taxes 

After  Taxes 

Taken  in 
Taxes 

4575  Wisconsin  rented  farms,  1919*  .. 
18  New  York  City  blocks,  1891-1921  f- 

All  national  banks,  1919! 

31,045  corporations,  1917  § 

15.4 
21.7 

5-7 
6.3 
12.1 
16.9 

18% 
22% 
21% 
22% 

Note. — This  and  the  subsequent  statistical  tables  and  charts  appearing  in 
this  article  were  prepared  by  Mr.  A.  J.  Altmeyer,  Chief  Statistician  of  the 
Wisconsin  Industrial  Commission,  for  whose  assistance  in  this  connection, 
the  author  is  deeply  indebted. 

(For  chart  VI,  see  page  244.) 

C.  Land  as  Poor  Man's  Rather  than  Rich  Man's  Investment 

Passing  on  to  another  point  in  our  survey,  we  notice  that  in 
very  many  places,  in  our  own  country  at  least,  the  wealthy  appear 
to  be  less  and  less  inclined  to  make  investments  in  land.  Few  of 
the  men  of  great  wealth  whose  names  are  familiar  to  us  have  made 
their  money  in  land.  It  may  be  observed  that  we  are  speaking 
particularly  of  agricultural  and  urban  land,  for  mineral  land  and 

*  Reports  made  to  Wisconsin  Tax  Commission.  Includes  farms  rented 
for  cash  and  on  shares.  Percentage  earned  on  investment  is  believed  to 
represent  gross  returns  in  most  cases,  although  wording  of  questionnaire  is 
vague.  The  state  and  local  advalorem  taxes  amounted  to  18  per  cent.  The 
prices  of  farm  products  were  high  at  this  time  and  the  returns  higher  than 
in  normal  years. 

t  Based  on  an  investigation  by  Dr.  Arner  of  Columbia  University.  The 
percentage  earned  after  taxes  means  only  after  advalorem  taxes.  The  aver- 
age tax  rate  on  assessed  valuation  during  the  period  was  .0195.  The  ratio 
of  assessed  value  to  true  value  rose  from  67  per  cent  to  100  per  cent  during^ 
this  period.  Since  the  bulk  of  the  taxes  was  paid  in  recent  years,  the  tax 
rate  on  true  value  would  not  be  less  than  .0175.  The  return  before  taxes 
would  then  be  .0625  plus  .0175,  or  8  per  cent. 

t  Taken  from  report  of  Comptroller  of  Currency  for  1919.  Rate  of  re- 
turn is  based  on  capital  and  surplus.  "  Taxes  "  includes  taxes  levied  on  the 
shares,  which  are  technically  not  a  tax  on  the  banks  themselves. 

§  Taken  from  Friday's  Profits,  Wages  attd  Prices.  Since  these  are  old 
corporations  that  earned  15  per  cent  or  more  on  their  capital  stock,  it  is 
true  that  the  return  is  greater  than  the  average  for  all  corporations.  How- 
ever, in  1918,  7000  corporations  taken  at  random  earned  15  per  cent  net  on 
capital  stock,  according  to  Friday.  Unfortunately,  the  income  of  these 
corporations  before  taxes  is  not  given. 
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forests  must  be  treated  separately  and  we  have  not  time  to  consider 
them  in  this  paper.  A  few  years  ago  the  very  wealthy  men  in  New 
York,  in  many  cases,  did  not  even  own  the  homes  in  which  they 
lived.  It  is  difficult  to  give  statistics  and  perhaps  impossible.  I 
think,  however,  that  very  many  in  this  audience  have  observed  the 
same  thing  that  I  have  observed;  that  as  men  become  wealthy  they- 
want  to  avoid  putting  money  into  land.  Quite  recently  I  met  a 
wealthy  man  interested  in  many  lumber  yards  throughout  the 
country  who  finds  it  an  argument  against  the  purchase  of  a  new 
yard  if  it  involves  the  purchase  of  any  land.  He  says  he  can  give 
up  the  yard  if  it  is  not  yielding  a  profit,  but  the  land  cannot  be 
abandoned  without  large  loss. 

Land  is  the  poor  man's  investment  and  should  be  such.  All  our 
public  policies  ought  to  be  framed  with  this  in  view.  In  other 
words,  it  should  be  made  just  as  desirable  an  investment  as  pos- 
sible for  him,  he  should  be  given  every  possible  help  in  land  selec- 
tion, and  in  land  utilization ;  and  fraud  practised  on  him  should  be 
punished  with  special  severity.  Fortunately,  we  are  making  rapid 
and  excellent  progress  in  all  these  particulars,  especially  with  re- 
spect to  agricultural  land.  Now  it  is  time  to  extend  like  helps  to 
urban  land  purchasers  and  utilizers.  We  must  make  our  country 
more  and  more  a  nation  of  home-owners. 

I  V.  Taxation  and  Land  Utilization 

A.  Most  of  the  Good  Land  is  in  Use — Is  Not  being 
Held  Out  of  Use 

Discussion  of  the  taxation  of  land  involves  discussion  of  the 
utilization  of  land.  It  is  said  that  we  should  tax  land  in  order  to 
bring  it  into  use.  This  idea,  however,  that  good  land  is  held  out 
of  use  in  large  areas  is  a  fiction.  Careful  investigation  made 
imder  the  auspices  of  the  Office  oi  Farm  Management  and  Farm 
Economics  in  the  Department  of  Agriculture,  have  shown  that 
most  of  the  good  land  is  already  in  use.  I  have  in  mind  particu- 
larly the  researches  of  Mr.  O.  E.  Baker,  and  his  researches  have 
covered  nearly  the  entire  United  States.^"  It  stands  to  reason 
that  the  good  land  would  be  used,  because  good  land  in  the  eco- 
nomic sense  is  land  that  has  value  and  men  are  looking  for  value. 
That  is  what  economic  activity  means. 

B.  A  Great  Evil  is  the  Suhmarginal  Land  that  is  in  Use 

The  truth  is  that  one  of  the  great  evils  in  the  agricultural  situa- 
tion, one  responsible  for  no  inconsiderable  share  of  our  agrarian 
distress,  is  that  so  much  poor  land  has  been  brought  into  use. 

10  See  Arable  Land  in  the  United  States,  by  O.  E.  Baker  and  H.  M. 
Strong,  separate  from  the  Yearbook  of  the  Department  of  Agriculture, 
1918,  No.  771. 
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C.   One  of  the  Remedies  for  Bad  Agrarian  Conditions  is  to  Get 
Poor  Land  Out  of  Use. — The  Futility  of  Price- 
Regulation 

One  of  the  chief  remedies  for  the  unfortunate  situation  of  the 
farmer,  and  particularly  of  the  settlers  who  are  trying  to  get  a 
foothold,  is  to  put  poor  land,  that  is,  submarginal  land,  out  of  use. 

Farm  organizations  have  frequently  sought  to  find  a  remedy  in 
price  regulation  and  in  price  maintenance,  either  by  public  author- 
ity or  by  combination.  The  truth  is,  however,  that  price  regulation 
cannot  make  prosperous  those  who  are  attempting  to  utilize  sub- 
marginal  land,  although,  if  it  could  be  carried  out,  it  might  lead  to 
the  impoverishment  of  the  great  mass  of  consumers,  especially  the 
wage-earners.  If  wheat  were  $5  a  bushel,  some  wheat  would  still 
be  produced  at  a  loss,  whereas  by  putting  poor  land  out  of  use  and 
by  doing  everjihing  possible  to  get  the  supermarginal  man  on 
supermarginal  land,  and  at  least  the  marginal  man  on  marginal 
land,  abundance  can  be  produced  at  low  cost. 

D.    Taxation  brings  into  Use  Privately  Owned  Submarginal  Land 
and  brings  Land  into  Use  Prematurely 

Private  ownership  of  submarginal  land  with  our  American  sys- 
tem of  taxation,  which  makes  the  private  owner  pay  taxes  on  land 
before  it  is  ready  for  use  as  well  as  on  land  that  may  never  be  fit 
for  private  use,  is  one  chief  cause  of  this  evil.  Probably  some- 
what less  than  half  the  land  of  the  United  States  is  fit  for  agri- 
cultural use,  and  yet  a  great  part  of  this  unfit  land  is  privately 
owned.  The  private  owner  seeks  to  get  something  in  return  for 
the  land  and  to  shift  upon  somebody  else  the  burden  of  carrying 
it,  including  its  taxation.  Even  if  he  has  average  honesty,  the 
temptation  to  sell  unfit  land  is  a  very  great  one,  especially  as  the 
burden  of  taxation  becomes  heavy. 

1.  Agricultural  Land 

In  the  State  of  Wisconsin  we  are  attempting,  through  the  Direc- 
tor of  Immigration  and  otherwise,  to  prevent  the  sale  of  sub- 
marginal  land  to  the  settlers.  One  owner  of  such  land,  however, 
said  not  long  ago  to  our  Director  of  Immigration,  "  You  keep  me 
from  selling  my  land  because  you  say  it  is  worthless,  and  yet  the 
state  makes  me  pay  taxes  on  it." 

2.  Urban  Land 

Professor  Alfred  Marshall  is,  so  far  as  I  know,  the  only  econo- 
mist who  has  suggested  '^  certain  evils  resulting  from  our  taxa- 
tion of  land  according  to  selling  value,  or  as  he  terms  it,  capital 

1^  Suggested,  not  elaborated. 
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value,  instead  of  taxing  it  a  percentage  of  its  rental  value,  as  is 
general  in  Europe. 

,  "  Land  near  to  a  growing  town,  which  is  still  used  for  agri- 
culture, may  yield  very  little  net  rent;  and  yet  be  a  valuable 
property.  For  its  future  ground  rents  are  anticipated  in  its 
.capital  value;  and  further  its  ownership  is  likely  to  yield  an 
income  of  satisfaction  outside  of  the  money  rent  received  for 
it.  In  this  case,  it  is  apt  to  be  underassessed  even  when  rated 
at  its  full  rental  value ;  and  the  question  arises  whether  it 
should  not  be  assessed  at  a  percentage  on  its  capital  value  in- 
stead of  at  a  percentage  on  its  rent. 

"  Such  a  plan  would  hasten  on  building  and  thus  tend  to 
glut  the  market  for  buildings.  Therefore,  rents  would  tend  to 
fall,  and  builders  would  be  unable  to  take  building  leases  on 
high  ground  rents.  The  change  would,  therefore,  transfer  to 
the  people  at  large  some  part  of  '  the  public  value '  of  land 
which  now  goes  to  owners  of  land,  that  is  built  upon  or  is 
likely  to  be  built  upon.  But  unless  accompanied  by  energetic 
action  on  the  part  of  urban  authorities  in  planning  out  the 
lines  on  which  towns  should  grow,  it  would  result  in  hasty 
and  inappropriate  building;  a  mistake  for  which  coming  gen- 
erations Avould  pay  a  high  price  in  the  loss  of  beauty  and  per- 
haps of  health."  ^^ 

Our  land  policies,  including  the  taxation  "of  land,  should  be 
framed  with  reference  to  keeping  poor  land  out  of  use  on  the  one 
hand,  and  on  the  other — and  that  is  saying  the  same  thing — so  as 
to  avoid  bringing  land  prematurely  into  use.     I  visited  Vancouver  .      /^ 

in  British  Columbia  in  1914  and  found  there  an  illustration  of  the 
evil  of  bringing  land  prematurely  into  use.  My  observations  there 
entirely  confirm  the  results  previously  reached  by  Professor  Bul- 
lock. Buildings  had  been  exempted  from  taxation  and  the  tax 
laid  upon  the  land.  The  result  was  idle  buildings  as  well  as 
crowding;  rear  lots  were  in  some  cases  used  as  sites  of  buildings 
instead  of  being  kept  for  gardens.  There  were  certainly  an  exces- 
sive amount  of  building,  and  that  means  waste  of  labor  and 
capital.  ^^ 

We  can  see  this  same  evil  in  many  parts  of  this  country.  When 
the  tax  on  land  becomes  very  heavy,  that  is,  when  it  becomes  ex- 
cessively heavy,  it  forces  land  into  premature  use  and  destructive 

12  Marshall's  Economics,  Sec.  6,  p.  799  and  ist  paragraph  on  p.  800 
18  When  I  was  in  Christ  Church,  New  Zealand,  in  1914,  I  was  enter- 
tained by  a  gentleman  who  had  a  pleasant  home  surrounded  by  a  beautiful 
yard  and  garden,  making  that  section  of  Christ  Church  more  attractive 
than  it  would  have  been  otherwise.  "  I  could  not  own  this  place,"  he  ob- 
served to  me,  "  if  improvements  were  exempt  from  taxation  and  all  the  tax 
placed  on  the  land." 
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•exploitation  on  the  one  hand,  and  on  the  other  it  leads  to  the 
abandonment  of   land   and   the    forcing   of  land   back   into   public 

'  ownership,  an  outcome  for  which  no  preparation  has  been  made. 
Canadian  cities  which  have  exempted  buildings  from  taxation 
afford  abundant  illustration  of  this,  as  has  been  shown  by  Pro- 
fessor Robert  M.  Haig,  of  Columbia,  and  also,  very  clearly,  by 
Professor  A.  B.  Clark  in  his  paper  on  "  Recent  Tax  Developments 
in  Western  Canada,"  printed  in  Vol.  13  of  the  Proceedings  of  this 

^  association. 

3.  Forest  Land 

Taxation  of  land  based  on  capital  or  selling  values  may  force 
into  premature  and  wasteful  utilization  forests  and  mines.  We 
have  not  time  to  enter  into  this  especially  complex  phase  of  our 
subject,  and  I  must  content  myself  w-ith  citing  an  excellent  ac- 
count of  what  is  happening  in  Michigan,  furnished  me  by  P.  S. 
Lovejoy,  formerly  assistant  professor  of  forestry  in  the  University 
of  Michigan.     I  quote  from  Professor  Lovejoy. 

"  In  the  development  of  the  northern  counties  of  Michigan, 
where  pine  timber  predominated,  the  first  phase  was  one  of 
enormous  exploitation :  lumbering  on  greater  and  greater 
scale  and  with  little  or  no  regard  for  the  land  which  had  pro- 
duced the  timber.  Timber  was  considered  to  be  inexhaus- 
tible :  the  land  worthless.  Taxes  were  hardly  more  than  nom- 
inal but  the  prevailing  practice  was  for  the  owner  to  abandon 
his  lands  to  the  state  immediately  he  had  cut  them  over.  By 
1890,  millions  of  acres  had  thus  reverted  for  non-payment  of 
taxes. 

"  Between  1890  and  1915  came  a  phase  with  the  accent  all 
on  agricultural  development,  and  no  little  of  it  ill-advised,  if 
not  involving  outright  fraud.  Traffic  in  land  titles  reached  its 
height  about  1900,  with  the  state  paying  out  great  sums  for 
the  advertising  of  tax-delinquent  parcels.  Land  taxes  and 
prices  tended  to  rise  rather  steadily  during  the  period,  but  the 
prices  kept  ahead  of  the  taxes  so  that  fewer  large  owners  saw 
fit  to  abandon  their  cut-over  lands,  preferring  to  hold  on  in 
the  chance  that  a  market  for  them  might  somehow  be  found. 
The  aggregate  of  the  cut-over  and  non-productive  lands  now 
reaches  about  ten  million  acres — a  third  of  the  land  area  of 
the  state. 

"  It  will  be  found.  I  think,  that  about  1915  we  passed  into  a 
new  phase.  The  1920  census  shows  that  Michigan  lost  10,300 
farms  in  ten  years,  most  of  the  change  representing  abandon- 
ment rather  than  consolidation.  This  marks  the  wind-up  of 
the  indiscriminate  land-boom  period,  I  think.  Illusions  are 
now  well  dispelled,  discouragement  grows  fast,  general  eco- 
nomic depression,  with  low  prices  for  farm  products  and 
greatly  increased  taxation  —  all  tend  to  identifv  the  submar- 
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ginal  farm  lands.  What  will  now  happen  in  the  cut-over 
areas  ? 

"  In  limited  areas,  with  really  good  agricultural  prospects, 
present  conditions  may  stimulate  new  and  proper  settlement; 
men  hunting  a  home  and  a  living  and  a  chance  at  increasing 
land  values  without  much  regard  to  current  wages — all  that. 

"  But  on  the  average  it  is  to  be  expected  that  we  shall 
shortly  see  a  very  rapid  increase  in  the  abandonment  of  the 
low-grade  lands,  especially  among  the  larger  holders,  some  30 
of  whom  own  about  a  sixth  of  the  state,  as  is  typical  of  our 
forest  and  ex-forest  districts.  It  is  reported,  for  instance, 
that  one  company  who  owns  some  million  and  a  quarter  acres, 
recently  '  dropped '  a  block  of  18,000  acres  as  too  hopeless  to 
warrant  even  nominal  taxes.  It  will  not  be  surprising  if  the 
near  future  sees  the  big  holders  letting  go  of  their  poorer 
lands  at  the  rate  of  200  or  500  thousand  acres  a  year.  Taxes 
rise,  interest  compounds;,  land  too  poor  for  farming  cannot 
carry  the  burden.  So  the  owners  must  find  a  new  market  for 
their  non-agricultural  and  now  non-productive  lands,  or  must 
let  them  go  for  taxes.  The  only  new  market  seemingly  pos- 
sible is  for  forestry  purposes.  But  with  ex;isting  arrange- 
ments as  to  fire  protection  and  with  the  property  tax  applied 
to  growing  timber,  the  private  owners  cannot  well  engage  in 
forestry.  The  state  is  already  surfeited  with  non-productive 
forest  lands,  now  holding  some  600,000  acres  and  the  total  in- 
creasing steadily  by  some  2,000  to  5,000  acres  a  month. 

"  As  these  tax  reverted  lands  go  through  bankruptcy  pro- 
ceedings and  title  is  taken  by  the  state,  the  lands  find  their 
way  into  the  jurisdiction  of  the  Conservation  Commission, 
which  assembles  them  into  state  forest  units.  ('Forests'  by 
courtesy  only,  for  the  lands  are  almost  utterly  stripped  and 
barren,  by  reason  of  repeated  skinnings  and  fire.)  In  time, 
thanks  to  fire  protection  and  planting,  these  areas  may  again 
become  real  forests. 

"  But  with  a  mere  25,000  acres  or  so  now  reverting  an- 
nually into  its  administration,  the  Commission  gets  funds 
enough  to  supply  but  partial  fire  protection  to  its  lands,  to 
equip  and  administer  but  a  part  of  its  current  holdings  and 
enough  money  to  plant  back  only  an  insignificant  fraction  of 
the  lands  urgently  requiring  planting.  What  will  happen  if 
the  rate  of  reversions  for  taxes  suddenly  increases,  as  sug- 
gested? Could  or  would  the  state  raise  the  millions  of  dol- 
lars a  year  which  would  be  needed  to  reclaim  and  protect  and 
administer  such  areas?  If  the  state  is  unable  to  bear  such  a 
burden,  would  the  nation  assist  in  the  interest  of  the  public 
need  of  adequate  timber  supplies?  If  neither  should  happen, 
then  what?  The  situation  in  Michigan  is  but  typical  of  a 
dozen  other  states." 
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V.   Ownership  of  Land  and  Taxation 

A.    Property  in  Land,  Not  Peculiar  in  Yielding  Incomes- 
Capital  aUo  Yields  Income 

Many  are  disturbed  because  property  in  land  yields  income. 
Our  attention  is  frequently  called  to  a  corner  lot  in  a  city,  from 
which  the  owner  derives,  we'll  say,  $30,000  a  year.  Taxes  and  all 
improvements  are  paid  by  the  owner  of  the  building  erected  on 
the  lot.  The  owner  of  the  lot  may  live  in  idleness,  and  it  is  said 
that  he  makes  no  return  to  society  for  what  he  receives. 

Is  there  anything  peculiar  in  this,  or  anything  which  should 
lead  to  a  special  policy  of  taxation?  Unless  we  are  prepared  to 
go  over  to  Socialism  and  abandon  private  ownership  of  productive 
property,  we  must  expect  to  find  men  receiving  an  income  from 
property,  and  using  this  incqme  sometimes  wisely  and  sometimes 
ill.  It  is  part  of  the  price  we  pay  for  private  property,  and  the 
world  has  settled  down  to  a  belief,  still  held  by  the  vast  majority, 
that  private  property  is  beneficial  and  that  its  benefits  outweigh 
its  evils. 

No  one  should  be  perturbed  by  the  spectacle  of  a  lot  yielding 
an  income  to  an  idler,  its  owner,  unless  he  is  at  the  same  time 
perturbed  by  the  spectacle  of  capital  yielding  an  income  without 
any  effort  on  the  part  of  its  recipient,  the  owner,  likewise  an  idler. 
The  same  man  who  is  disturbed  by  the  fact  that  the  owner  of  a 
corner  lot  receives  $30,000  a  year  ground  rent,  sees  nothing  alarm- 
ing in  the  fact  that  trust  companies  (which  he  may  perchance  pass 
daily)  manage  large  sums  of  capital  for  their  owners  and  hand 
over  to  them  yearly  incomes  in  many  cases  far  exceeding  $30,000  a 
year — and  that  without  any  care  or  concern  on  the  part  of  the 
recipients,  who  may  be  worthy  or  who  may  be  gilded  youths  lead- 
ing dissolute  lives.  We  cannot  take  the  good — and  that  is  vast— 
from  private  property  without  some  evil,  which,  however,  we 
must  attempt  to  diminish  by  making  ourselves  worthy  first  of  all 
and  then  by  doing  what  in  us  lies  to  help  other  men  to  be  worthy. 
This  is  not  only  the  price  we  pay  for  private  property,  but  the 
price  we  pay  for  liberty.  If  you  bring  it  about  that  men  cannot 
do  evil,  you  must  bring  it  about  that  they  cannot  do  good.  But  I 
will  not  dwell  upon  this  moral  platitude. 

B.    Owners  of  Land  that  is  Not  in  Active  Use  Perform  Services 

1.    They  Hold  the  Land  while  it  is  Ripening  into  Use.     This  is 

Part  of  the  Productive  Process — the  Production  of 

Time  and  Place  Values. — The  Theory  of 

Ripening  Costs  in  Land  Utilization 

Now  what  are  the  services  rendered  by  the  owner  of  land 
awaiting  use  ?    Take,  for  example,  the  vacant  land  which  I  can  see 
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from  my  home  on  University  Heights,  Madison,  Wisconsin.  I 
cannot  conceive  of  any  desirable  arrangement  whereby  all  the  land 
in  such  a  subdivision  as  University  Heights,  a  subdivision  urgently 
needed  at  the  time  the  land  was  platted,  should  be  at  once  entirely 
occupied  by  buildings.  To  have  covered  University  Heights — and 
I  use  this  as  a  mere  illustration — with  buildings  at  the  time  it  was 
platted  would  have  involved  an  enormous  waste.  The  buildings 
would  not  have  been  suitable,  and  it  would  not  have  been  possible 
to  secure  desirable  groupings  for  the  people  living  in  this  sub- 
division. Building  is  going  on  with  a  fair  rate  of  speed,  perhaps- 
as  rapidly  as  possible  without  loss.  This  land  is  in  the  process  of 
ripening  into  use,  and  this  ripening  process  is  a  part  of  the  pro- 
ductive process  of  home-making.  We  may  take  marketing  as  an 
illustration.  The  productive  process  in  the  case  of  farm  products 
is  not  complete  until  they  reach  the  gonsumer.  The  cost  of  mar- 
keting is  a  part  of  the  cost  of  production  and  somebody  has  to 
bear  it,  whether  it  be  the  middleman  or  whether  it  be  the  farmer 
or  the  consumer,  avoiding  the  middleman.  Just  so  the  ripening 
process  is  a  part  of  the  productive  process  in  land  utilization.  The 
product  has  time  and  place  value.  We  have  place  use  giving 
place  value  when  a  new  and  called-for  subdivision  of  a  city  fur- 
nishes locations  for  new  homes.  We  also  have  the  creation  of 
place  value  when  wild  land  is  bought  and,  through  successful  sub- 
division, is  made  into  farms  for  settlers.  We  have  also  a  process, 
of  ripening  from  a  lower  to  a  higher  use,  and  in  my  own  home  I 
can  see  many  illustrations  of  this  ripening  process.  One  of  my 
neighbors  has  in  connection  with  his  home  three  lots  used  for 
lawn,  garden,  and  playground.  I  am  not  able  to  see  that  at  the 
present  time  this  land  could  be  put  to  any  better  use.  It  makes, 
the  part  of  the  city  where  he  lives  more  attractive,  it  adds  to  food 
production,  and  it  affords  recreation  for  a  number  of  children. 
But  this  land  is  undoubtedly  ripening  into  a  higher  use,  and  the 
probability  is  that  within  a  period  of  ten  to  fifteen  years  some  of 
it  will  become  the  site  of  new  homes. 

Anyone  who  opens  his  eyes  can  see  thousands  of  illustrations  of 
this  ripening  process  which  is  socially  beneficial  production.  In. 
Chicago  one  can  see  land  held  by  the  University  of  Chicago,  yield- 
ing now  a  small  return,  but  ripening  into  a  higher  use.  It  would 
be  in  the  end  a  waste  to  put  upon  this  land  inferior  buildings 
which  would  have  to  be  torn  down.  Strangely  enough  economists 
have  overlooked  this  ripening  process  as  a  necessary  part  of  pro- 
duction costs  of  land — to  give  it  a  name  let  us  call  it  the  theory  of 
ripening  costs  in  land  utilization. 
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2.    They  Maintain  a  Reserve  of  Land  for  Food  Production 
in  Times  of  Need 

The  unoccupied  land,  that  is  to  say,  vacant  lots  in  cities,  gives 
us  a  reserve,  and  during  the  World  War  good  use  of  this  reserve 
was  made  in  our  war  gardens.  It  has  been  said  that  they  "  saved 
the  situation  ".  This  may  be  an  exaggeration,  but  it  is  certain 
that  they  helped  the  situation,  and  if  the  war  had  continued 
longer,  it  is  quite  possible  that  they  would  have  saved  the  situation. 

The  food  production  within  the  limits  of  cities  is  great.  There 
is  many  a  city  with  vacant  lots  where,  in  all  probability,  the  value 
of  the  food  production  is  as  great  as  it  would  be  if  the  land  were 
in  farms.  Let  me  again  refer  to  University  Heights,  where  I  live. 
(I  take  personal  illustrations  reluctantly,  but  from  the  absence  of 
adequate  researches  it  seems  the  best  that  can  be  done.)  It  is 
probably  within  bounds  to  say  that  never  in  history,  in  the  time 
when  University  Heights  was  a  farm,  did  the  agricultural  produc- 
tion have  a  quarter  of  the  value  that  it  has  at  the  present  time. 
This  is  an  under-statement.  It  is  probable  that  if  all  the  houses 
were  removed  and  the  hundred-odd  acres  were  made  into  a  farm, 
the  annual  value  as  a  farm  would  not  be  one-fifth  the  value  of 
present  food  production.  The  value  of  food  production  on  my 
own  little  place  of  less  than  an  acre  must  be  at  least  one-quarter 
of  the  agricultural  rental  value  of  all  the  land  in  the  subdivision, 
according  to  an  estimate  given  to  me  by  one  of  my  neighbors  who 
has  been  a  successful  farmer,  and  who  is  a  very  capable  judge  of 
farm  rent  values.  But  if  this  is  perhaps  based  on  an  under- 
estimate of  the  rental  value  of  the  entire  subdivision,  it  is  quite 
safe  to  place  the  value  of  the  food  production  on  my  little  piece 
of  ground  at  more  than  one-tenth  of  the  highest  possible  agricul- 
tural rental  value  of  the  subdivision. 

The  agricultural  land  supply  was  not  increased  by  platting,  it  is 
true.  On  the  contrary,  it  must  be  conceded  that  it  was  diminished ; 
but  the  supply  of  labor  and  capital  was  increased,  far  more  than 
offsetting  the  diminished  land  supply  in  this  case;  for  it  must  be 
borne  in  mind  that  the  labor  expended  by  the  owners  of  the  gar- 
dens is  a  free  gift.  Past  labor  has  been  accumulated  in  the  form 
of  capital  as  saving  has  been  stimulated;  while  present  labor  util- 
izes time  that  would  otherwise  go  to  waste,  and  this  is  something 
especially  significant  in  periods  of  distress  like  the  years  of  our 
World  War,  when  many  girls,  boys,  and  old  men,  and  men  with 
spare  time  and  strength  turned  to  food  production,  and  that  to 
their  own  great  physical  and  moral  health.  Another  illustration  is 
afforded  by  neighbors  who  now  find  abundant  exercise  in  gardens 
and  who  enjoy  it  and  would  otherwise  have  to  seek  exercise  else- 
where and  to  do  so  at  a  considerable  expense. 
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3.   They  take  the  Risks  of  Ownership,  Pay  Taxes  and 
Special  Assessments,  etc. 

Our  American  system  of  taxation  on  selling  value  makes  the 
owner  carry  the  load  of  the  vacant  lot  at  his  own  risk.  He  has 
not  only  to  pay  tayes,  but  to  bear  special  assessments  and  the  in- 
terest on  the  value  of  the  property.  Special  assessments  even 
anticipate  increments  in  value.  Did  we  not  have  the  public  rev- 
enues yielded  by  vacant  land  privately  owned  while  undergoing 
the  ripening  process,  the  tax  rate  would  have  to  be  raised.  The 
owner  renders  distinct  service  because  he  carries  the  burden  while 
a  lower  use  is  ripening  into  a  higher  use.  As  above  seen  we  have 
to  do  here  with  a  real  social  cost  that  some  one  has  to  bear.  If 
the  city  itself  undertakes  platting,  the  social  costs  still  persist. 
It  is  reasonable  to  ask,  "  Can  we  lessen  these  costs  by  better 
methods?"  as  it  is  reasonable  to  seek  to  lessen  marketing  costs. 
But  eliminated  these  costs  cannot  be.  Many  an  owner  of  vacant 
lots  is,  almost  literally,  lying  awake  at  night  to  devise  some  system 
of  bringing  the  present  use  of  his  vacant  lot  into  a  higher  use. 
Most  of  the  building  that  is  carried  on  in  all  of  the  cities  with 
which  I  am  familiar  has  this  purpose.  It  is  private  property  in 
land  which  is  responsible  for  the  greater  part  of  the  building, 
probably  three-fourths  of  the  building,  in  Madison,  Wisconsin — 
until  recently  one  might  have  said  with  safety  nine-tenths. 

I  am  not  saying  that  the  laying  out  of  additions  to  cities  is 
carried  on  without  waste,  although  I  believe  the  loss  in  food  pro- 
duction is  negligible,  if  it  exists  at  all.  There  are  evils  in  neglected 
and  unsightly  vacant  spaces;  there  is  great  waste  due  to  lack  of 
planning  and  harmonious  development.  The  heart  of  the  land 
problem  in  the  city  is  to  be  reached  largely  by  wise  city  planning 
and  the  development  of  the  police  power  so  that  it  may  be  exer- 
cised to  secure  aesthetic  results  as  well  as  other  proper  purposes; 
but  the  solution  of  urban  land  problems  is  not  at  all  to  be  sought 
in  confiscation  of  land  values.  This  is  not  the  place  to  enter  into 
the  tasks  of  city  planning,  but  a  suggestion  or  two  may  be  made 
to  show  that  it  is  land  planning  rather  than  land  taxation  that 
affords  the  chief  measures  of  relief. 

That  excessive,  and  otherwise  ill-advised  platting  exists,  is 
beyond  all  question,  and  it  entails  loss  of  many  kinds  of  which  the 
least  is  in  food  production,  if  this  exists  at  all.  Ill-founded  hopes 
of  increases  in  values  lead  to  unwise  investments,  often  on  the 
part  of  poor  people ;  and  from  time  to  time  we  have  illusion,  craze 
and  wild  speculation.  Then  there  is  waste  in  laying  out  streets,  in 
providing  the  public  utilities  and  other  facilities  for  a  scattered 
population.  We  have  to  do  with  natural  resources  and  especially 
human  resources.  A  social  control  of  platting  is  beginning  and 
should   be   rapidly  extended;   and  include  new  rural   land  settle- 


29 

ments  so  as  to  bring  about  closer  settlement,  with  elimination  of 
submarginal  land  through  public  ownership.  When,  as  in  Su- 
perior, Wisconsin,  we  have  gross  overplatting,  land  being  laid  out 
for  a  city  of  a  million  inhabitants  while  the  population  is  scarcely 
a  twentieth  of  that,  the  only  thing  seems  to  be  to  struggle  along 
as  well  as  possible  with  the  situation,  encouraging  the  best  present 
utilization  of  land  and  seeking  greater  population.  To  tear  up 
public  utilities,  to  break  up  streets,  to  return  a  large  part  of  the 
land  to  farms,  would  be  a  still  more  wasteful  process. 

But  fallible  man  will  never  avoid  all  mistakes,  and  therefore  can 
never  eliminate  all  waste.  Who  can  read  the  future?  Can  a  city 
council?     A  state  government? 

VI.   Land  Rent  and  Taxation 

A.   John  Stuart  Mill's  Plan  to  Secure  Increments  in  Land 
Values  for  the  State.     Would  this  have  Bank- 
rupted the  British  Treasury? 

It  has  been  assumed  by  the  old  writers  that  land  rents  increase 
very  rapidly  as  population  and  w^ealth  increase  and  as  civilization 
develops.  John  Stuart  Mill  felt  positive  of  this  large  increase  in 
rental  value  and  so  did  his  contemporaries.  He  was  confident  that 
the  state  could  reap  great  gains  for  the  community  by  taking  the 
future  increments  of  value  and  by  buying  up  the  land  of  those 
who  objected  to  parting  with  the  future  increments  of  land  value, 
thus  making  the  state  in  such  cases  bear  the  loss  of  any  future 
decrements  in  land  values.  He  did  not  even  propose  to  take  all 
the  future  increments,  but  wished  to  leave  the  landowners  a  small 
share  as  an  aid  in  collecting  taxes.  John  Stuart  Mill  was  an 
honest  man,  called  the  Saint  of  Radicalism,  and  was  unwilling  to 
break  faith  with  landowners  who  bought  land  in  good  faith  under 
the  existing  system  of  landed  property.  In  general,  he  resolved 
all  doubts  in  favor  of  the  landowners  and  still  thought  that  his 
proposed  measures  would  bring  large  gains  into  the  public  treas- 
ury. A  problem  for  investigation,  upon  which  I  hope  to  have  a 
report  in  a  not  distant  future,  is:  What  would  have  happened  if 
at  the  height  of  John  Stuart  Mill's  agitation  for  appropriation  of 
future  increments,  the  policy  he  advocated  had  been  carried  out 
in  England?  I  do  not  like  to  assume  the  role  of  a  prophet,  but  I 
do  venture  to  express  my  belief  that  if  this  policy  had  been  ap- 
plied to  all  the  agricultural  land  in  England,  the  British  Treasury, 
long  before  1921,  would  have  had  a  staggering,  if  not  intolerable, 
burden  to  bear. 
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B.   Land  Values  Depend  on  Other  Things  than 
Population  Changes 

Land  values  depend  upon  the  growth  of  population,  but  they 
depend  upon  many  other  things  as  well.  As  times  goes  on  we 
learn  better  and  better  how  to  utilize  land,  and  in  the  final  analysis 
land  values  will  depend  upon  the  ratio  between  the  growth  of 
population  and  all  the  improvement  in  land  utilization,  urban  as 
well  as  agricultural.    What  this  will  be,  no  man  can  foretell. 

C.    Land  Values  have  Lost  in  Comparison  with  Other 
Forms  of  Wealth 

It  is  certain,  however,  that  other  kinds  of  wealth  are  increasing 
more  rapidly  than  urban  and  agricultural  land  values.  It  has 
been  said  that  in  England  the  land  values  have  lost  relatively  to 
such  an  extent  that  the  land  income  of  England  is  not  one- 
eighteenth  of  the  total  income.^*  Another  writer  says  that  while 
business  incomes  exceeding  £5000  a  year  increased  numerically 
eight  times,  the  income  of  the  agricultural  landlords  fell  in  the 
ratio  of  seventy  to  fifty-two.^ ^  I  will  not  vouch  for  the  accuracy 
of  these  figures,  but  I  hope  later  on  to  have  some  data  as  a  result 
of  investigations  conducted  by  competent  economists  and  statis- 
ticians. I  do  know,  however,  that  very  generally  the  agricultural 
landowners  of  England  are  an  impoverished  class,  only  too  anxious 
to  sell  their  land  and  at  very  low  prices.  In  1913,  while  in  Eng- 
land studying  land  problems,  I  had  the  impression  that  most  of  the 
farming  land  of  England  was  for  sale,  and  certainly  the  good 
farm  land  within  one  hundred  miles  of  St.  Paul's,  London,  could 
be  bought  for  less  than  the  best  farm  land  in  Dane  County,  Wis- 
consin. 

D.  Exhibit  of  Charts 

The  best  study  of  land  values  and  other  forms  of  wealth  in  this 
country  has  been  made  by  Dr.  W.  I.  King.^^  Table  I  and  Chart  I 
are  based  on  data  he  has  gathered,  supplemented  by  investigations 
made  by  the  Institute  for  Research  in  Land  Economics.  It  will  be 
seen  that  not  only  has  the  percentage  that  land  value  bears  to  the 
total  wealth  of  the  United  States  decreased  since  1850,  but  the 
percentage  of  the  decennial  increase  in  total  wealth  due  to  rising 

1*  Dawbarn,  The  Social  Contract,  p.  97.     See  Note  3,  Appendix. 

15  Note  4,  Appendix. 

1^  See  his  book,  Wealth  and  Income  of  the  People  of  the  United  States. 
This  stands  as  it  was  written  at  the  time  of  the  meeting  of  the  National 
Tax  Association  in  Bretton  Woods,  N.  H.,  September,  192 1.  Since  then  we 
have  the  preliminary  report  of  the  National  Bureau  of  Economic  Research, 
of  which  Dr.  King  is  member  of  the  staff. 
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land  values  has  not  been  so  large  in  recent  decades  as  in  earlier 
years. 

Share  of  Rent  in  the  National  Income  lias  Remained  Stationary 
Table  II  and  Chart  II  are  reproduced  from  King's  Wealth  and 
Income  of  the  People  of  the  United  States.  They  show  that  the 
proportionate  share  of  rent  in  the  total  national  income  has  re- 
mained practically  stationary  from  1850  to  1910.  Merely  as  an 
indication  of  what  has  happened  since  1910,  Table  III  and  Chart 
III  are  presented.  The  chief  point  to  be  observed  is  that  house 
rents  (which,  it  is  true,  are  not  purely  land  rents)  did  not  rise  so 
rapidly  as  wholesale  prices  or  hourly  wages.  This  would  seem  to 
indicate  that  in  a  period  of  rapidly  rising  prices,  rents  of  any  kind 
are  relatively  slow  to  increase,  due  in  part  to  custom  and  long-time 
contracts,  and  in  part  to  other  causes,  already  mentioned.  It  is 
also  true  that  in  a  period  of  rapidly  falling  prices,  rents  are  rela- 
tively slow  to  decrease.  It  should  be  observed,  however,  that  the 
increase  since  1913  in  the  wholesale  prices  of  building  materials 
is  still  greater  than  that  of  house  rents.  We  are  probably  safe  in 
assuming  that  land  rents  comprise  a  relatively  smaller  share  of  the 
national  income  in  1920  than  in  1910. 

Land  Rents  are  Increasing  More  Slowly  than  Public  Expenditures 
and  woidd  he  Inadequate  as  the  Sole  Source  of  Revenue 
Another  fact  that  ought  to  be  taken  into  account  in  all  problems 
of  taxation,  especially  in  projects  involving  an  exclusive  reliance 
upon  land  'taxation,  is  that  land  rents  are  increasing  at  a  far 
slower  rate  than  public  expenditures.  Table  IV  and  Chart  IV  are 
a  comparison  of  the  cost  of  government  (local,  state  and  national) 
and  the  rent  of  land.  They  show  that  since  1900  land  rents  were 
either  insufificient  or  barely  sufficient  to  cover  the  cost  of  govern- 
ment. Since  the  beginning  of  the  war  period  in  1917  the  cost  of 
government  has  far  exceeded  the  rent  of  land.  While  it  is  true 
that  the  war  has  abnormally  increased  governmental  expenditures, 
it  is  also  true  that  the  total  governmental  expenditures  in  1920  on 
a  pre-war  basis  would  still  have  been  $5,845,000,000  or  $805,000,000 
in  excess  of  the  rent  of  land.^^ 

Land  Rents  are  Inelastic,  Not  Increasing  and  Decreasing 
with  Public  Needs 
Tables  III  and  IV,  and  Charts  III  and  IV,  already  referred  to, 
indicate  the  inflexibility  of  land  rents.     While  this  quality  is  an 
advantage  in  stabilizing  governmental  revenues,  it  is  also  a  seri- 
ous defect  when  we  consider  that  governmental  needs  fluctuate 

^^  This  estimate  is  based  on  data  compiled  by  Dr.  Edward  B.  Rosa,  which 
shows  that  $3,781,980,715  represents  the  excess  of  federal  expenditures  in 
1920  over  estimated  normal  expenditures  for  that  year. 


32 


considerably.  This  lack  of  correlation  between  rent  and  govern- 
mental expenditures  is  not  fully  brought  out  in  Table  IV  and. 
Chart  IV.  Prior  to  1910  only  the  decennial  change  was  recorded, 
yearly  fluctuations  thus  being  obliterated. 

G.  The  Increasing  Tax  Burden  on  Land 
Table  V  and  Chart  V  show  that  the  tax  rate  on  property  subject 
to  advalorem  taxation  (the  major  portion  of  which  property  con- 
sists of  land)  has  increased  39  per  cent  from  1912  to  1920.  But 
this  rate  is  based  on  assessed  value  and  not  true  value.  This  dis- 
tinction is  important,  because  in  a  period  of  rapidly  rising  govern- 
mental expenditures,  taxing  officials  "  better  "  the  assessment,  that 
is,  increase  the  ratio  of  assessed  to  true  value.  They  do  this  in 
preference  to  raising  the  tax  rate  or  because  the  legal  limit  to  the 
tax  rate  has  been  reached  and  this  is  their  only  recourse.  In  Wis- 
consin, where  the  Tax  Commission  endeavors  to  maintain  true 
value  assessments,  the  increase  in  the  state  assessment  from  1912 
to  1920  was  only  61  per  cent,  compared  with  131  per  cent  as 
shown  in  Table  V.  In  other  words,  the  increase  in  the  tax  rate- 
on  true  value  has  probably  been  almost  50  per  cent  greater  than, 
the  increase  in  the  tax  rate  on  assessed  value. 

TABLE  I 

Comparison  of  Increase  in  Land  Value  with  Increase  in  Total 
Wealth  of  the  United  States,  1850-1920  * 


Percentage 

Percentage  of  ten 
years  increase  in 

Year 

Total  wealth 

Land 

wealth 
in  land 

total  wealth^  due 
to  rising  [land 
values 

1850 

$7,135,780,000 

$4,265,000,000 

59-8 

i860 

16,159,616,000 

8,030,000,000 

49.7 

41.7 

1870 

30,068,518,000 

11,580,000,000 

38-5 

25-5 

1880 

43,642,000,000 

1 6,060,000,000 

36.8 

33-0 

1890 

65.037.091,000 

22,845,000,000 

35-1 

31-7 

1900 

88,517,307,000 

34,900,000,000 

39-4 

5'-^ 

1910 

165,000,000,000! 

66,848,000,000 

40.5 

41.8 

1920 

302,000,000,000j 

ii3,642,ooo.ooo§ 

37-6 

34.2 

*  Taken  from  King's  Wealth  and  Income  of  the  People  of  the  United 
States,  with  exceptions  noted  below. 

t  Census  figures  are  for  1904  and  1912,  so  this  figure  is  interpolated. 

t  Estimated  from  Friday's  Profits,  Wages  and  Prices,  and  from  data  de- 
scribed in  note  below. 

§  Based  on  an  investigation  of  assessments  in  24  states,  which  showed  an 
increase  in  assessed  value  of  55  per  cent  from  1912  to  1919,  and  also  upon 
consideration  of  the  increase  in  the  true  value  of  real  estate  in  Wisconsin,, 
which  amounted  to  69  per  cent  from  1910  to  1920. 
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TABLE  II 

The  Estimated  Percentages  of  the  Total  National  Income  Received 
Respectively  by  Labor,  Capital,  Land  and  the  Entrepreneur  * 


Census  Year 


1850 
i860 
1870 
1880 
1890 
1900 
1910 


Wages  and 
salaries 


35-8 
37-2 
48.6 
51-5 
53-5 
47-3 
46.9 


Shares  of  product 


Interest 

Rent 

12.5 

7.7 

14.7 

8.8 

12.9 

6.9 

18.6 

8.7 

14.4 

7.6 

15.0 

7.8 

16.8 

8.8 

Profits 


44.0 
39-3 
31.6 
21.3 
24.6 
30,0 
27-5 


Total 


xoo.o 
1 00.0 

1 00.0 

100. 1 
100. 1 
100. 1 
100,0 


*  From  King's  Wealth  and  Income  of  the  People  of  the  United  States, 
page  160. 
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TABLE  III 

Wholesale  Prices  of  All  Commodities  and  of  Building  Materials  ; 
Hourly  Wages;  and  House  Rents.     1913=  100 


Year 


1913 
January   . . 

April 

July 

October.  . . 

1914 
January  . . 
April 

July 

October  . . 
December. 

1915 
January.  . . 
April 

July 

October.  . . 
December 
1916 
January.  .  • 
April.     . . . 

July 

October  . . 
December. 
1917 
January  . . 
April    .  - . . 

July 

October   . . 

1918 
January.  . . 
February . . 

March 

April 

May 

June 

July 

August 

September. 
October  . . 
November 
December 


Index  number 


Wholesale  prices  ' 

Wholesale  prices 

Hourly 

House 

All  commodities 

Building  materials 

wages 

rents 

ICO 

100 

98 

lOI 

100 

ICI 

100 

1 00.0 

lOI 

98 

100 

98 

98 

99 

100 

97 

102 

99 

96 

.... 

1 00.0 

99 

94 

ICO 

94 

Id 

93 

103 

lOI 

93 

.... 

101,5 

no 

99 

117 

lOI 

Ill 

119 

99 

III 

134 

ICI 

.... 

102,3 

151 

106 

172 

114 

186 

132 

128 

181 

134 

136 

lOO.I 

185 

186 

138 

187 

144 

190 

146 

190 

148 

193 

150 

198 

154 

162 

202 

157 

207 

'^t 

204 

158 

206 

164 

206 


164 


109.2 
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I9I9 
January 
February . . 

March 

April 

May 

[une 

July 

August  . . . 
September. 
October. . . 
November. 
December 
1920 
January  . . 
February . . 

March 

April 

May 

June 

July 

August  .  • . 
September. 
October  . . 
November 
December. 
1921 
January  • . 
February . . 

March 

April 

May 

June. ..... 


203 

197 


207 
207 
218 
226 
220 
223 
230 
238 

24S 
249 

253 
265 
272 
269 
262 
250 
242 
225 
207 
189 

177 
167 
162 
154 
151 
148 


Table  III — Concluded 

161 
163 

15 
162 

164 

175 
186 
208 
227 
231 
236 
253 

268 
300 
325 
341 
341 
337 
333 
328 
318 
313 
274 
266 

239 
221 
208 
203 
202 
202 


184 


234 


14.1 


125-3 


134-9 


151. 1 


159.0 
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TABLE  IV 

Comparison  of  the  Cost  of  Government  and  the  Rent  of  Land  in  the 
United  States,  1850-1920 


Cost  of  government* 

Rent  of  b 

ndt 

Year 

Amount 

Percentage 
of  increase 

Amount 

Percentage 
of  increase 

1850    

;$  1 00,300,000 

J!  1 70,600,000 

i860    

161,700,000 

""*  61.2 

321,200,000 

88.2 

1870    

436,600,000 

335-2 

463,200,000 

171-5 

1880    

458,300,000 

356.8 

642,300,000 

276.5 

1890    

784,900,000 

682.5 

913,800,000 

435-6 

1900    

1,469,000,000 

1.364-5 

1,396,000,000 

718.1 

1910    

2,59  r, 800,000 

2,483.8 

2,673,900,000 

1,467.0 

1911    

3,054,900,000 

2,945-5 

1912    

3,171,600,000 

3,062.0 

»9i3t 

3,284,343.266 

3.174.0 

1914    

3,453,600,000 

3.243-0 

1915    

3,714,100,000 

3,603.0 

1916    

3,763,500,000 

3,625.0 

1917    

4.338.300,000 

4,225.0 

1918    

12,337,300.000 

12,240.0 

1919    

19,025,900,000 

18,865.0 

1920    

9,627,200,000 

9,498.0 

5,040,000,000 

2,854.0 

*  Local,  state  and  national,  exclusive  of  loans,  investments  and  payment 
of  indebtedness.  The  figures  from  1850  to  1910  are  taken  from  King's 
Wealth  and  Income  of  the  People  of  the  United  Staets.  The  estimates  for 
succeeding  years  are  based  on  United  States  Treasury  Reports  and  reports 
of  the  Bureau  of  the  Census.  No  pretense  of  absolute  accuracy  is  made, 
since  the  data  for  some  of  the  civil  divisions  were  not  available  for  each 
year. 

t  Based  on  a  4  per  cent  return  on  estimated  land  value  shown  in  Table  L 
This  is  the  rate  used  by  Dr.  King. 

t  From  an  address  of  the  Chief  Statistician  of  the  Bureau  of  the  Census, 
before  the  National  Tax  Association,  San  Francisco,  August  12,  1915. 
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TABLE  V 

Increase  in  Assessed  Valuation  of  All  Property  Subject  to  Advalorem 

Taxation,  in  Amount  of  Advalorem  Taxes,  and  in  Resultant 

Tax  Rate* 

21  states  1912-19;  7  states  1920 


Index  number  1913—100 

Year 

Assessed  Valuation 

Tax  levy 

Tax  rate 

iqi->  ,                        .... 

100 
no 

:;i 

123 
130 
137 

lit 

100 
116 
"3 
123 
130 
144 

\ll 
231 

100 

IQI  -I   .               

105 
98 
104 
106 

laiji.                            .... 

TOI C     .  .             

Iqi5 .... 

TQI  "T 

III 

1018 

114 
121 

TOIQ 

IQ20 

139 

*  For  1920  statistics  of  only  seven  states  were  available.  However,  these 
were  widely  scattered  and  representative.  As  soon  as  data  for  more  states 
are  obtainable,  this  table  will  be  revised  and  include  only  states  for  which 
continnons  data  since  1912  are  available. 
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VII.   Recommendations 

On  the  basis  of  what  has  been  said  I  think  it  possible  to  offer 
certain  recommendations  for  examination  and  discussion. 

A.  Land  Taxes  should  be  Used  Chiefly  for  Local  Revenues 
My  first  recommendation  is  that  the  land  should  be  used  chiefly 
as  a  source  of  local  revenue.  Land  is  of  such  a  nature  that  it  can 
be  best  handled  in  comparatively  small  units,  and  moreover  land 
is  most  affected  by  local  conditions.  Landowners  are  those  who 
are  chiefly  responsible  for  local  improvements.  It  would  be  diffi- 
cult to  find  any  American  city  where  landowners  are  not  the 
leaders  in  public  improvements  that  add  to  the  value  of  the  land. 
They  spend  time,  thought,  and  money  to  advance  the  interests  of 
their  communities,  and  land-ownership  is  made  a  basis  of  appeal 
for  funds  for  parks,  for  pleasure  drives,  for  churches,  for  pur- 
poses of  all  sorts,  which,  it  is  urged,  will  develop  the  communities 
where  the  land  is  located. 

Moreover,  the  local  units,  especially  our  z\merican  cities,  have 
great  and  constantly  increasing  needs  of  public  revenue.  I  think, 
then,  that  in  every  way  we  could  get  best  results  if  we  set  aside 
land  as  in  the  main  a  source  of  local  revenues.  There  are  many 
technical  reasons  for  this  into  which  I  need  not  enter  before  the 
National  Tax  Association.  At  the  same  time,  I  am  in  entire  har- 
mony with  the  Report  on  a  Model  System  of  State  and  Local 
Taxation  with  respect  to  segregation  of  tax  revenues.  I  think  we 
should  have  in  every  state  a  central  taxing  authority,  that  is,  a 
modern  tax  commission,  and  I  believe  that  the  Committee  on  the 
Model  System  is  correct  in  recommending  that  there  should  be 
some  state  control  and  probably  some  state  taxation  of  the  land. 
May  I  quote  from  the  report  of  this  Committee  on  a  Model  Sys- 
tem, as  it  expresses  my  own  views? 

"  The  committee  is  of  the  opinion  that  a  partial  separation 
of  the  sources  of  state  and  local  revenue  is  desirable,  but  that 
complete  separation,  by  cutting  the  connecting  cord  between 
the  state  and  local  governments,  tends  to  destroy  the  state's 
sense  of  responsibility  in  the  matter  of  local  taxation.  There 
is  no  experience  to  justify  the  belief  that,  if  the  states  turn 
over  to  the  local  governments  independent  sources  of  revenue, 
and  adopt  the  theory  that  local  taxation  is  an  affair  of  purely 
local  interest,  we  shall  ever  have  a  satisfactory  administration 
of  the  tax  laws  by  local  officials.  Experience  abundantly 
shows  that  such  officials  need  constantly  the  expert  advice,  in- 
telligent guidance,  and,  when  necessary,  the  effective  control 
of  a  state  tax  commission,  composed  of  experts  and  keenly 
alive  to  the  need  of  just  and  efficient  administration  of  tax 
laws  by  local  officials." 
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B.    Land  Taxation  should  be  Real  Estate  Taxation,  with  Tempo- 
rary Exemptions  (Short  Terms)  for  Buildings  when 
Encouragement  of  Building  is  Peculiarly  Needed 

Second,  land  taxation  should  be  real  estate  taxation.  While  ad- 
mitting that  some  of  my  fellow  economists  may  go  too  far  in  trying 
to  establish  an  identity  of  land  and  capital,  I  at  the  same  time 
hold  that  practical  experience  shows  that  what  we  need  in  taxa- 
tion is  the  legal  concept  real  estate.  When  a  man  puts  up  a  build- 
ing, he  considers  not  only  the  return  on  the  land,  but  a  return  on 
the  building,  and  he  amalgamates  the  two.  Very  likely  he  sacri- 
fices real  estate  value  for  the  sake  of  land  utilization.  He  calcu- 
lates that  the  land  may  increase  in  value  and  offset  a  certain  de- 
preciation of  the  building.  Putting  the  two  together,  he  finds  that 
he  may  hope  for  a  modest  return  on  his  investment.  The  land 
furnishes  the  security  without  which  the  building  would  not  be 
constructed.  It  gives  borrowing  power,  and  this  is  especially  so  if 
land  values  are  stable,  and  still  more  so  if  there  is  a  tendency  to 
a  moderate,  slow  increase  in  land  values.  This  is,  I  take  it,  the 
reason  why  it  is  so  very  easy  to  borrow  money  in  a  city  like 
Madison,  Wisconsin,  when  one  wants  to  construct  a  building  and 
has  the  lot  paid  for ;  perhaps,  also,  one  of  the  reasons  why  the  city 
has  not  known  a  bank  failure  for  something  like  half  a  century. 

If  there  is  special  need  for  new  buildings,  that  is  to  say,  if  that 
investment  of  labor  and  capital  is  more  urgent  than  other  invest- 
ment of  labor  and  capital — sometimes  this  is  the  case;  sometimes 
not — it  may  be  desirable  to  exempt  new  structures  from  taxation 
for  a  limited  period,  say  three  to  five  years;  not  ten  as  in  New 
York  State.  This  does  not  increase  the  final  burden  upon  the 
land,  inasmuch  as  the  buildings  very  soon  come  upon  the  tax 
duplicate,  as  it  is  generally  called. 

Among  the  many  reasons  why  we  should  not  tax  separately  the 
value  of  the  land  and  the  value  of  improvements  due  to  the  appli- 
cation of  labor  and  capital,  is  one  that  in  itself  should  be  decisive; 
namely,  the  difficulty  of  separating  the  two  values.  Improvements 
become  in  many  cases  so  blended  with  the  land  itself  that  they 
are  indistinguishable  and  inseparable.  While  this  is  particularly 
the  case  with  respect  to  agricultural  land,  it  is  often  impossible  to 
make  this  separation  even  in  the  case  of  urban  land,  where  we 
have  to  do  with  grading  down  elevations,  filling  in  depressions, 
beautification  of  land  surrounding  homes,  successful  efforts  of 
home  owners  to  build  up  their  cities  and  to  add  to  the  amenities 
of  their  own  residential  district,  the  joint  expenditures  of  owners 
of  business  property  to  develop  the  economic  advantages  of  their 
cities,  and  many  other  sorts  of  constructive  work  of  landowners, 
too  numerous  to  be  mentioned. 


45 

The  administrative  and  general  economic  difficulties  involved  in 
the  separation  of  land  values,  "  prairie  values  ",  as  they  are  called 
in  England,  and  the  value  of  improvements  led  to  the  shipwreck 
of  the  English  increment  taxes  established  by  the  Lloyd  George 
budget  of  1909.  It  is  acknowledged  officially  that  the  impossi- 
bility of  making  this  separation  caused  the  failure  of  the  incre- 
ment taxes  and  their  abandonment  bv  Chamberlain  in  the  budget 
of  1920. 

When  I  was  in  England  in  1913  and  engaged  in  the  study  of 
land  problems,  the  chief  effect  of  the  increment  taxes  that  I  ob- 
served was  a  depression  of  land  values,  a  general  feeling  of  dis- 
couragement of  the  landed  interests  and  strengthening  of  tenancy. 
I  remember,  well,  talking  with  a  prosperous  tenant  farmer  in 
Scotland  who  could  have  bought  the  farm  of  some  three  hundred 
acres  that  he  occupied.  There  appeared  to  be  a  special  reason 
for  the  purchase,  as  otherwise  there  was  danger  that  the  land 
might  be  purchased  for  small  holdings;  and  so  I  asked  him,  "  Why 
don't  you  buy  the  three  hundred  acres?  You  then  remove  the 
danger  of  public  purchase,  which  you  say  would  bring  loss  to  you, 
because  your  buildings  and  all  your  equipment  have  been  ad- 
justed to  a  three  hundred  acre  farm."  The  reply  was:  "I  would 
buy  the  three  hundred  acres  if  I  had  as  much  confidence  in  the 
government  as  I  have  in  my  landlord."  That  appeared  to  be  a 
very  general  sentiment  in  England  in  1913.  The  farmers  were 
afraid  to  become  owners  of  the  land  they  tilled.  They  preferred 
to  let  the  landlords  carry  the  risks  and  all  the  heavy  burdens  in- 
volved in  landownership.  The  situation  does  not  appear  to  have 
improved  since  that  time. 

C.  No  Progressive  Taxation  for  Land  is  Needed 

The  third  recommendation  is  that  taxes  should  be  in  proportion 
to  the  selling  value  and  not  progressive.  It  is  suggested  that  a  rate 
of  taxation  of  one  and  a  half  per  ceht  on  the  selling  value  of  the 
land  ought  to  be  the  regular  normal  upper  limit  under  normal 
economic  conditions.  There  can  be  little  doubt  that  this  would  be 
equivalent  to  an  income  tax  of  twenty-five  per  cent,  if  we  com- 
pare total  values  in  the  United  States  and  total  rents.  The  objec- 
tion that  the  tax  has  been  anticipated  in  purchase  price,  or  in 
other  words,  it  has  been  capitalized,  has  already  been  discussed. 
It  is  capitalized  just  as  it  is  in  the  case  of  Liberty  bonds  or  in  the 
case  of  other  property  where  the  tax  is  anticipated  to  the  same 
degree, 

I  think  in  the  case  of  land  we  ought  to  have  in  mind  benefits 
from  government  primarily;  and  if  we  have  this  standard,  there  is 
no  reason  for  a  progressive  rate.  It  has  been  urged  that  land 
occasions   less  expense  on   the   part  of  government  and   receives 


46 

relatively  less  benefits  than  some  other  forms  of  wealth,  and  conse- 
quently that  the  rate  of  taxation  on  land  should  be  regressive 
rather  than  progressive.  We  are  unable,  however,  to  accept  this 
point  of  view,  against  which  more  can  be  said  than  in  its  support. 
American  experience,  also,  would  not  clearly  seem  to  indicate  a 
departure  from  the  rule  of  one  uniform  rate.  If  we  depart  from 
it  at  all,  it  should  be  in  the  direction  of  substituting,  to  a  certain 
extent,  rental  value  for  selling  value  as  a  basis  of  taxation. 

It  is  impossible  to  devise  a  progressive  rate  which  will  not  do 
harm,  and  the  reason  for  this  is  because  the  proper  size  of  land 
holdings  varies  without  any  assignable  limit.  We  have  the  con- 
cept economic  holding,  and  this  is  used  in  two  different  senses. 
Sometimes  it  means  a  holding  which  is  sufficient  in  size  to  support 
a  farm  family  in  accordance  with  the  accepted  standard  of  living 
for  farm  families.  It  is  used  in  this  sense  in  Ireland,  and  fre- 
quently it  has  that  meaning  in  this  country  and  elsewhere.  In  an- 
other sense,  economic  holding  refers  to  that  combination  of  land, 
labor,  and  capital  which  will  produce  maximum  efficiency.  In 
either  sense  the  economic  holding  varies  tremendously  in  accord- 
ance with  the  quality  of  land,  and  until  we  have  classification  of 
land  based  on  quality  we  cannot  establish  a  proper  area  for  an 
individual  holding.  There  are  many  parts  of  the  country  where 
3,000  acres  would  be  an  inadequate  size  for  a  family  farm,  and  a 
man  with  that  amount  of  land  could  well  speak  of  his  farm  as  a 
small  farm.  In  the  case  of  ranch  land  the  area  should  be  sufficient 
to  support  a  certain  number  of  cattle,  and  that  number  should  be 
sufficient  for  the  proper  support  of  a  farm  family.  The  rancher 
in  Texas  will  very  generally  need  several  sections  of  land  in  order 
to  carry  on  his  ranching  operations  with  efficiency,  and  in  that 
state  5,000  acres  would  not  be  an  improper  size  for  a  ranch,  and 
very  frequently  a  ranch  of  10,000  acres  would  be  required  to  give 
the  best  combination  of  the  requisites  of  production.  We  cannot 
enter  into  all  the  technical  factors  involved,  but  enough  has  been 
said,  surely,  to  show  that  we  are  not  in  a  position  to  attempt  regu- 
lation of  land  holdings,  when  we  consider  them  from  the  point  of 
view  of  the  individual,  by  means  of  a  progressive  rate  of  taxation. 
There  are  certain  kinds  of  land,  however,  where  a  lower  rate  of 
taxation  than  the  ordinary  standard  rate  is  required,  in  order  to 
secure  continuity  of  production;  and  what  we  have  here  in  mind 
is  especially  forest  land. 

We  have,  however,  not  only  to  consider  the  proper  size  of  land 
holding  from  the  individual  point  of  view,  but  from  the  point  of 
view  of  those  engaged  in  merchandising  land  or  in  establishing 
land  settlements.  What  is  a  large  economic  holding  for  a  family 
is  an  impossibly  small  holding  for  companies  engaged  in  the  enter- 
prises just  mentioned.    There  is  good  reason  in  actual  experience 
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for  thinking  that  in  one  of  our  Lake  states  in  the  old  Northwest  a 
proper  unit  for  land  settlement  is  forty  thousand  acres.  If  the  unit 
is  smaller,  the  company  undertaking  land  settlement  is  likely  to 
find  the  overhead  so  great  that  it  cannot  do  what  is  needed  for  the 
settlers.  Now,  there  is  no  way  that  I  know  anything  about — and 
I  have  given  years  of  study  to  the  subject — whereby  we  can  dis- 
pense with  private  activity  in  land  settlement.  We  have  great 
numbers  of  men  who  have  acquired  a  degree  of  skill  in  land  settle- 
ment which  is  a  social  as  well  as  an  individual  asset.  We  find, 
also,  in  many  parts  of  the  country — certainly  in  Wisconsin,  and  I 
feel  equally  certain  not  alone  in  Wisconsin — a  rising  standard  of 
conduct  on  the  part  of  land  dealers,  the  best  of  whom  are  seeking 
to  make  the  land  business  a  real  profession,  animated  by  high  ideals 
of  integrity  and  service.  We  may  have  public  land  colonization, 
and  we  are  all  familiar  with  the  admirable  experimentation  going 
on  in  California,  under  the  direction  of  Professor  Elwood  Mead. 
Without  any  disparagement,  but  with  high  praise  for  his  experi- 
ments, we  have  to  say  that  after  all,  these  are  something  really 
small  and  simply  to  be  regarded  as  experimentation.  One  single 
project  in  Wisconsin  is  more  than  twice  the  size  of  all  that  Cali- 
fornia has  so  far  undertaken  to  do. 

If  we  turn  to  cities  we  find  that  any  successful  real  estate  com- 
pany must  have  holdings  which  are  extremely  large  from  the 
standpoint  of  an  individual  landowner.  A  small  company  can  do 
very  little  to  increase  home-ownership.  Its  overhead  is  too  large, 
its  resources  too  small.  It  was  on  this  account  that  in  Madison, 
Wisconsin,  several  companies  consolidated  into  one  larger  com- 
pany. The  small  companies  could  render  very  little  service,  for 
reasons  just  mentioned.  When  the  consolidation  took  place  some 
talked  about  land  monopoly,  but  instead  competition  was  stimulated 
very  greatly,  and  the  ability  to  do  for  those  who  want  to  own 
homes  has  increased  immensely.  Any  young  man  with  character 
and  a  fair  position  can  buy  a  home  or  have  one  constructed  fot 
him  for  an  extremely  small  first  payment,  and  sometimes  with 
almost  no  initial  cash  payments.  I  have  known  one  case,  indeed, 
in  Madison  where  a  property  valued  at  $35,000  was  sold  to  a 
tenant  on  the  installment  plan,  with  absolutely  no  initial  cash 
payment.^* 

If  regulation  of  the  size  of  land  holdings  is  needed,  this  should 
be  brought  about  by  other  methods  than  by  taxation.  The  experi- 
ence of  the  world  in  such  cases  seems  to  favor  public  purchase  of 
land  and  its  sale  to  land  utilizers  in  desirable  units.  But  before 
we  attempt  regulation  we  should  know  the  facts.  May  I  again  be 
personal  enough  to  give  an  illustration  taken  from  our  experiences 

^*  See  Note  5,  Appendix. 
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in  Wisconsin?  For  many  years  a  favorite  topic  in  graduate 
classes  has  been  the  concentration  of  landed  property  in  the  United 
States.  Many  have  taken  this  topic  with  the  idea  that  concentra- 
tion is  going  forward,  but  I  recall  no  single  instance  in  which,  at 
the  conclusion  of  the  research,  the  writer  could  discover  clear 
evidences  of  concentration.  Very  recently  a  strong  and  capable 
group  of  graduate  students  took  up  this  subject  and  different  states 
were  assigned  to  the  members  for  research  and  report.  State 
after  state  has  yielded  the  same  result,  the  conclusion  being  prac- 
tically this:  The  large  land  holding  is  no  problem  in  Indiana, 
Tennessee,  or  whatever  the  state  may  be.  These  investigations 
have  not  been  finished  as  yet,  and  there  may  be  a  real  problem  of 
large  land  holdings  in  parts  of  the  country,  possibly  in  California; 
but  even  there  we  are  told  by  Professor  Mead  that  the  large  land- 
owners, feeling  the  weight  of  interest  charges  and  taxes,  would  be 
only  too  glad  to  turn  their  lands  over  to  the  state  for  land  settle- 
ment purposes,  letting  the  state  pay  for  them  after  sale  to  the 
settlers.^® 

On  this  whole  matter  of  regulation  I  have  this  to  say:  We  do 
not  know  enough  facts  to  warrant  a  program  of  regulation.  Let 
us  get  the  facts  first  and  then  undertake  the  proper  regulation,  but 
not  by  taxation.  Regulation  by  taxation  has  its  place,  but  up  to 
the  present  time  not  in  landownership  in  the  United  States. 

PRELIMINARY  REPORT  OF  INVESTIGATORS  FOR  THE  INSTITUTE  FOR 
RESEARCH  IN  LAND  ECONOMICS 


Summary  of  Reports 

in  Four  States  on  Agricultural  Large  Landholdings 

No.  of 

Size    con- 

counties 

No.  of 

Average 

sidered    a 

No.  of 

reporting 

large  land 

size    of 

Largest 

State 

large  land 

counties 

no  large 

holdings 

large  land- 

in  the 

holding 

reporting 

land- 
holdings 

for  state 

holdings 
reported 

state 

Indiana.  .. 

i,ooo 

19 

.... 

80 

1.670 

9,000 

Illinois 

I.OOO 

52 

7 

179 

....         13,600* 

Minnesota, 

800 

67 

15 

237 

60,000 

Tennessee. 

800 

40 

200 

1,902           

Total . 

178 

696 

>=  Does  not  include  Scully  estates. 
i»See  Note  6,  Appendix. 
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ARE  LARGE   LAND   HOLDINGS   DESIRABLE? 

Several  of  the  investigators  made  use  of  the  county  agents  and 
other  well-informed  men  as  to  the  desirability  of  large  landhold- 
ings  in  the  opinion  of  the  person  questioned  and  the  general  public 
in  their  counties. 

Illinois  Indiana 

Yes     No         Same         Yes     No         Same 

1.  Are  large  landholdings  handled 

better   than   small   farms?    . .  i6        9  10  56  8 

2.  Should  large  landholding  be  Uncertain  Uncertain 

broken   up?    15      24  5  6       11  I 

3.  Would  production  be  increased 

thereby?     7      25  S  6       11  ' 

4.  Would  social  conditions  be  bet- 

tered?    17      13  8  9        8  T 

5.  Attitude  of  the  public :  Neutral     Unfavorable     Favorable 

Illinois    20  II  4 

Indiana     2  7  10 

Compiling  the  above  data,  it  will  be  noted  that  almost  40  per 
cent  of  the  answers  are  favorable  to  large  landholdings,  28  per 
cent  are  neutral,  or  the  informant  is  uncertain  as  to  whether  pro- 
duction would  be  increased,  social  conditions  bettered,  etc.,  while 
ZZ  per  cent  of  the  answers  are  unfavorable.  It  is  interesting  to 
note  that  a  small  number  are  willing  to  say  that  breaking  up  large 
landholdings  in  these  states  would  increase  production,  but  in  both 
states  it  is  admitted  by  the  majority  that  social  conditions  might  be 
bettered.  But  these  figures  show  that  the  popular  impression  that 
large  landholdings  are  considered  undesirable  does  not  obtain  so 
generally  when  people  who  are  in  direct  contact  with  the  situa- 
tion are  questioned. 

The  situation  in  Minnesota  is  well  summed  up  as  follows : 

"  From  the  information  and  data  secured  the  conclusion 
may  be  drawn  that  there  is  no  problem  connected  with  large 
agricultural  landholdings  in  the  state  of  Minnesota  at  the 
present  time.  The  number  of  these  holdings  is  relatively 
small  and  the  total  acreage  in  them  constitutes  such  a  small 
portion  of  the  total  farm  land  that  it  is  scarcely  a  noticeable 
factor.  There  is  nothing  to  lead  one  to  believe  that  the  num- 
ber of  large  landholdings  is  increasing  either  relatively  or 
absolutely.  There  are  some  adverse  effects,  both  economically 
and  socially,  from  large  amounts  of  tenancy,  but  the  evils 
which  may  be  noted  are  not  peculiar  to  large  landholdings. 
From  a  personal  investigation  made  in  a  large  number  of  the 
counties  of  Minnesota,  the  writer  is  strongly  inclined  to  be- 
lieve that  men  owning  several  farms  are  better  landlords,  on 
the  whole,  than  those  individuals  having  a  single  farm  which 
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they  rent  and  from  which  they  must  derive  all  or  a  large 
part  of  their  living.  Owners  of  several  farms  usually  have  a 
broader  view  of  the  problem  and  frequently  have  a  better 
jrasp  of  the  tenant's  problem  than  the  individual  owner, 
rhey  give  more  thought,  on  the  whole,  to  the  conservation  of 
the  productivity  of  the  land  and  are  usually  able  to  put  more 
into  improvements." 

There  has  been  much  discussion  recently  of  the  progressive 
taxation  of  land,  but  I  do  not  feel  that  at  the  present  time  I  am 
prepared  to  take  a  position  either  for  or  against  the  principle  of 
progression,  so  far  as  it  relates  to  the  land.  While  I  am  entirely 
clear  in  my  mind  that  we  do  not  have  that  knowledge  of  facts 
upon  which  we  could  safely  base  a  progressive  land  tax  in  the 
United  States,  the  facts  which  we  do  have  at  the  present  time 
lend  very  slight  if  any  support  to  progression  and  on  the  whole 
appear  to  support  the  principle  of  proportionality.  When  we  know 
more  than  we  do  now,  we  may  change  our  policy  of  taxation  in 
several  particulars.  About  one  thing,  however,  I  want  to  speak 
very  positively  and  that  is,  in  the  public  interest  we  must  take  a 
most  decided  stand  against  confiscation  masquerading  in  the  guise 
of  progressive  taxation. 

Progressive  taxation  of  land,  moderate  in  amount,  so  that  the 
maximum  is  probably  no  more  than  land  taxation  in  many  parts 
of  the  United  States,  has  apparently  worked  fairly  well  in  New 
Zealand — not  ideally  well,  but  well  enough  so  that  the  benefits  ex- 
ceed the  costs.  This  is  at  any  rate  the  impression  I  received  dur- 
ing my  visit  to  New  Zealand  in  1914;  and  I  hope  later  to  have 
conclusions  based  on  thoroughgoing  and  impartial  researches.  But 
conditions  in  New  Zealand  were  abnormal.  The  country  is  a  very 
small  one  and  only  a  minor  part  of  this  small  country  consists  of 
good  agricultural  land.  As  a  result  of  historical  conditions  in  the 
early  days  of  settlement  there  was  a  very  unfortunate  concentra- 
tion of  landed  property  in  vast  estates.  But  it  should  be  borne  in 
mind  that  the  chief  work  of  New  Zealand  in  bringing  about  suit- 
able economic  holdings  in  individual  ownership  appears  to  have 
been  accomplished  by  purchases  of  great  tracts  of  land  held  in  one 
ownership  and  by  sale  in  holdings  of  suitable  size  to  settlers  so  as 
to  bring  about  "  the  closer  settlement  of  the  land ".  It  is  this 
method  that  I  regard  as  preferable. 

At  the  same  time  it  may  be  found  desirable  to  introduce  pro- 
gressive taxation  in  land,  after  we  know  the  facts  enabling  us  to 
formulate  wise  policies  to  be  attained  wholly  or  in  part  by  this 
method.  At  the  present  time,  we  do  not  have  the  knowledge  of 
facts  to  enable  us  to  accomplish  constructive  results  by  progressive 
taxation.  We  can  easily  enough  accomplish  destruction  by  pro- 
gressive taxation.     We  could  break  up  companies  doing  work  in 
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city  and  country,  and  we  could  so  cramp  and  confine  operations 
in  landownership  as  to  deprive  capable  men  of  scope  for  their 
talents  in  the  country  and  thus  concentrate  a  still  larger  proportion 
of  the  brains  of  the  country  in  the  cities.  We  gave  Washington, 
Jefferson,  Madison,  Monroe  scope  on  Virginia  farms.  We  want 
still  to  see  men  of  light  and  leadership  living  on  farms. 

Let  us  also  remember  that  in  many  countries  excessively  small 
holdings  of  land  are  an  acute  problem,  and  we  have  as  much 
reason  to  guard  against  the  increase  in  the  number  of  too  small 
holdings  as  against  the  menace  of  too  large  holdings  of  land. 

We  have  progressive  taxation  of  incomes  and  inheritances,  and 
these  two  would  seem  to  afiford  the  right  kind  of  taxes  for  pro- 
gressive rates  and  also  ample  scope  for  whatever  progressive  taxa- 
tion may  be  required. 

D.   Special  Assessments  shotild  be  Used  with  Caution  even 
in  Cities,  hut  Especially  in  Rural  Districts 

We  cannot  treat  taxation  thoroughly  unless  we  bring  in  special 
assessments  as  they  have  been  developed  in  the  United  States. 
These  special  assessments  anticipate  increments  in  land  values, 
and  in  foreign  countries  they  are  regarded  as  something  very 
radical.  In  taking  a  portion  of  increments  in  land  values  by 
special  assessments  we  go  even  beyond  what  progressive  thinkers 
in  France  evidently  consider  rather  daring.  The  additional  bur- 
dens upon  land  are  a  stimulus  to  proper  land  utilization.  They 
have  been  used  to  only  a  limited  extent  in  rural  districts,  and  their 
use  should  be  extended,  but  with  great  caution.  To  put  upon  the 
landowners  the  cost  of  improved  roads  would  mean,  in  many  cases, 
more  than  confiscation  of  the  entire  land  values.  Take  for  illus- 
tration the  state  roads  in  the  Adirondacks.  Also,  there  are  cases 
where  the  improved,  costly  modern  road  may  produce  a  decrement 
rather  than  an  increment  of  value,  on  account  of  excessive  amount 
of  traffic,  increasing  the  danger  of  theft,  particularly  to  growers 
of  small  fruits  and  orchards,  bringing  noise  and  dust,  etc.  We 
may  develop  zoning  units  for  special  assessments,  but  even  in 
cities,  while  accepting  the  principle,  we  must  proceed  with  caution. 
I  knew  once  a  city  surveyor  who  used  to  return  home  at  night 
from  time  to  time  very  depressed  because  in  laying  special  assess- 
ments he  had  been  obliged  to  come  so  near  to  taking  all  the  value 
of  land  belonging  to  poor  people. 

E.   A  Cadastral  and  Economic  Survey 

I  venture  to  recommend  a  cadastral  and  economic  survey  of  the 
land  as  one  necessary  step  in  the  solution  of  our  land  problems  in 
general  and  of  our  problem  of  land  taxation  in  particular.  You 
are  all  doubtless  familiar  with  the  cadastre  of  France.     This  is  a 
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careful  survey  of  the  land,  giving  the  characteristics  of  each 
piece,  in  order  that  the  annual  rental  of  the  land  may  be  properly 
estimated.  In  France  it  took  forty-three  years  to  make  this  sur- 
vey, and  naturally  when  it  was  finished  the  earlier  parts  were  not 
entirely  satisfactory,  inasmuch  as  changes  had  occurred.  Correc- 
tions are  made  from  time  to  time  and  in  spite  of  all  its  imperfec- 
tions it  is  extremely  useful.  What  I  think  we  need  is  something 
more  than  a  cadastral  survey.  We  want  a  general  economic  and 
social  survey  of  the  land  of  the  country.  The  problem  is  to  make 
a  survey  which  shall  be  continuous  and  yet  every  year  yield  val- 
uable results,  a  crop  as  it  were.  Naturally,  this  would  have  some 
relation  to  our  geological  survey,  but  it  should  be  distinct  from  it 
although  cooperating  wth  it.  I  do  not  believe,  without  such  a  sur- 
vey, we  can  ever  satisfactorily  solve  our  land  problems,  the  prob- 
lem of  taxation  included. 

F.   Investigations^ are  Needed  on  these  Points: 

1.  Investigation  of  Possible  Modification  of  System  of  Taxation 

of  Selling  Value  of  Land  in  the  Direction  of 
Taxation  of  Income  Value 

There  is  an  increasing  feeling  on  the  part  of  fair  and  impartial 
experts  that  land  is  bearing  too  heavy  a  burden.  I  believe  this 
feeling  is  warranted  in  many  places,  and  in  saying  this  I  take  into 
account  capitalization  of  taxes  and  their  anticipation  in  purchase 
price.  While  holding  to  the  American  system  of  taxation  on  land 
values,  or  capital  value,  on  account  of  the  stimulus  it  gives  to  land 
utilization,  I  would  recommend  as  a  subject  of  investigation  the 
possible  modification  of  our  American  system  by  taking  some 
account  of  the  income  yielded  by  land.  I  am  entirely  unprepared 
to  say  to  what  extent  taxation  of  selling  value  should  be  modified 
in  the  direction  of  the  European  system  of  taxing  rental  value 
instead  of  selling  value. 

2.  Comparisons  of  Systems  of  Taxation  in  Different  States  and 

Different  Countries,  Especially  with  Reference  to 
the  Rates  of  Taxation  on  Land 

One  subject  for  investigation,  which  I  place  among  my  recom- 
mendations, is  a  comparison  of  land  taxation  in  different  parts  of 
our  own  country,  and  a  comparison  of  land  taxation  in  our  coun- 
try with  that  of  other  great  civilized  countries.  At  a  meeting  of 
the  Farm  Mortgage  Bankers  Association,  in  September,  1920,  I 
ventured  to  make  this  statement: 

"  Strange  as  it  may  seem,  it  is  extremely  difficult  to  get  the 
data  which  would  enable  us  to  compare  with  accuracy  the 
taxes  in  this  and  other  countries.    We  have  plenty  of  general 
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statements,  but  when  it  comes  to  accurate  and  detailed  knowl- 
edge we  have  here  an  almost  unworked  field.  I  believe,  how- 
ever, that  it  can  safely  be  said  that  no  other  civilized  country 
places  such  burden  upon  land  as  rests  upon  it  in  the  United 
States.  We  may  go  even  further,  for  I  venture  to  make  this 
statement  as  at  least  not  improbable:  If  those  present  at  this 
gathering  select  the  six  European  countries  which  they  re- 
garded in  1914  as  most  highly  civilized,  and  should  compare 
the  taxes  they  placed  upon  land  with  all  the  fiscal  burdens 
(taxation  and  special  assessments)  resting  on  land  in  1914  in 
a  typical  American  state  with  a  highly  developed  and  well 
administered  system  of  taxation,  say  Wisconsin,  it  would  be 
found  that  the  burdens  resting  on  land  in  the  American  state 
were  twice  as  high  in  proportion  to  true  selling  value  as  in 
the  European  countries." 

No  one  so  far  has  ventured  to  refute  this  statement,  which  is  in 
all  probability  an  understatement.  It  is  certain  that  in  many  parts 
of  Europe  in  1914  the  tax  on  unimproved  urban  land  was  not  one- 
tenth  of  what  it  is  in  a  typical  American  city.  It  is  to  be  strongly 
urged  that  we  have  a  thoroughgoing  investigation  to  give  us  all 
the  facts.20 

"  Taxes  May  be  Almost  Equal  to  Rent. 

"  Oats  at  15  cents  the  bushel ;  old  corn  going  for  40  or  45  cents  a  bushel — 
that  causes  the  groans.  A  Springfield  farm  owner  today  spoke  of  his  land — 
it  bore  twenty  bushels  of  oats  to  the  acre,  a  sparse  3'ield  and  far  below  the 
average.  A  tenant  works  it  on  shares.  Last  week  the  tenant  took  a  load 
of  oats  to  town.  It  brought  $12,  or  15  cents  a  bushel.  On  a  fifty-fifty  basis, 
this  made  the  owner  and  tenant  each  a  gross  return  of  $1.50  an  acre. 

"  The  taxes  alone  were  $1.25  an  acre.  The  seed  itself  cost  70  cents  a 
bushel  last  year,  and  at  three  bushels  to  the  acre  it  meant  $2.10  for  seed 
alone,  to  say  nothing  of  labor  and  feed  for  the  horses  and  general  upkeep 
expenses." 

3.  Leasehold  System  of  Land  Tenure 

It  is  recommended  that  we  should  make  an  investigation,  more 
careful  than  has  ever  yet  been  made,  of  the  leasehold  versus  the 
freehold  as  a  system  of  land  tenure ;  and  that  we  should  consider 
this  from  the  point  of  view  of  possible  revenues  as  well  as  from 
the  point  of  view  of  better  utilization  of  land.  It  has  been  sug- 
gested by  various  writers,  and  doubtless  has  occurred  to  every 
thoughful  person,  that  the  United  States  could  have  kept  the  title 
to  its  land  and  let  it  out,  receiving  rent  instead  of  taxes.  It  has 
been  deplored  that  this  policy  was  not  adopted  in  our  early  history. 
Wherever  the  leasehold  has  been  widely  tried,  however,  it  seems 
not  to  have  produced  satisfactory  results.     New  Zealand  ofifers  an 

20  The  following  is  from  the  Arthur  M.  Evans'  letter  in  the  Chicago 
Tribune  of  August  31,  1921  : 


54 

illustration.  There  is  great  danger  that  valuation  will  be  kept 
down  and  that  rent  will  yield  less  than  taxes,  though  it  involves 
far  greater  administrative  perplexities  and  difficulties.  Many  illus- 
trations could  be  quoted  from  American  history,  and  this  subject 
is  now  engaging  the  special  attention  of  one  of  my  younger  asso- 
ciates. We  have  not  such  a  fact-basis  as  we  would  like  to  hav^ 
before  drawing  conclusions,  but  so  far  all  indications  are  that  on 
the  whole  the  fee  simple  title  of  land  secures  the  best  results, 
financial  as  well  as  social.  The  tendency  is  to  get  fee  simple  title 
in  one  way  or  another,  and  almost  an  irresistible  tendency.  I  recall 
a  conversation  with  a  gentleman  in  the  Government  Building, 
Wellington,  New  Zealand.  Almost  with  tears  in  his  eyes  he 
asked,  "  What  shall  we  do  to  keep  the  public  ownership  of  the 
land  ?"  He  said  something  like  this :  "  We  invite  people  to  come 
and  settle  on  the  land  as  leaseholders.  We  build  them  up  and 
make  them  strong,  and  then  they  vote  into  power  the  party  which 
promises  them  the  freehold."  This  seems  to  me  inevitable.  The 
question  then  is:  Do  we  not  get  the  best  results  if  we  allow  this 
natural  development  to  take  its  course,  control  the  land  so  far  as 
may  be  necessary  by  the  police  power,  and  secure  from  it  the 
revenues  which,  in  our  American  system,  may  be  vast,  by  uniform 
direct  taxation  ? 

It  is  recommended  that  no  obstacles  be  thrown  in  the  way  of 
experimentation  in  the  public  ownership  of  land.  Let  cities  which 
desire  to  do  so,  buy  additions  by  the  acre,  plat  this  land  and  let  it 
on  ground  rents  to  builders.  In  that  way,  through  public  activity, 
an  effort  could  be  made  to  secure  increments  of  land  value  greater 
than  those  afforded  by  our  system  of  taxation. 

Very  little  experimentation  of  this  desirable  kind  has  been  tried 
in  the  United  States.  Savannah,  Georgia,  has  made  additions  to 
the  city  by  purchasing  land  by  wholesale  and  selling  it  at  retail, 
in  many  cases,  on  the  ground  rent  plan  but  without,  in  the  early 
days,  reserving  the  right  to  revise  the  ground  rents.  I  have  no 
recent  report  on  what  has  happened  in  Savannah,  Georgia,  but 
when  a  generation  ago  I  was  a  member  of  the  Maryland  Tax  Com- 
mission I  visited  that  city  and  gathered  the  impression  that  on  the 
whole  a  moderate  success  had  been  achieved  which  should  have 
been  a  greater  success. 

Foresight  and  good  public  administration,  attracting  to  the  civil 
service  a  due  proportion  of  the  talent  of  the  country,  by  offering 
men  and  women  real  careers,  ought  in  many  cases  to  secure  con- 
siderable increments  of  land  values  for  social  purposes,  and  that 
without  the  slightest  trace  of  confiscation.  The  modern  city  in 
any  case  should  for  many  reasons  (not  to  be  discussed  here)  be  a 
large  landowner  and  a  buyer  and  seller  of  land  —  on  the  whole, 
however,  more  for  social  than  financial  reasons. 
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Some  foreign  cities  are  achieving  noteworthy  results  by  public 
ownership  of  land.  Birmingham,  England,  may  be  cited.  Perhaps 
the  best  results  have  been  achieved  by  Ulm  on  the  Danube,  and 
this  I  have  described  elsewhere. 

But  the  experiments  of  this  kind  should  be  undertaken  soberly, 
discreetly,  with  a  consciousness  that  success  is  not  to  be  lightly 
and  easily  attained,  as  the  shrewdest  private  operators  know  only 
too  well. 

During  the  World  War  the  United  States  Housing  Corporation 
undertook  to  reap  increments  of  value  due  to  social  causes  by 
constructing  new  towns,  and  this  appears  to  have  been  successful 
in  no  case.  Mr.  Henry  W.  Brigham,  Counsel  for  this  Corporation, 
tells  the  story  in  the  Atlantic  Monthly  for  March,  1921,  entitled 
"  How  to  Meet  the  Housing  Situation  ".  The  following  is  a  quo- 
tation from  his  article : 

"  The  land  value  of  residential  property  depends  almost  en- 
tirely on  neighborhood :  the  nature  of  the  neighboring  build- 
ings, the  classes  of  people  living  or  working  in  them,  and  the 
accessibility  of  points  of  interest,  such  as  business  centers, 
factories,  churches,  schools,  and  places  of  amusement.  In  a 
city  or  town  in  which  public  utilities  have  been  installed,  the 
value  of  these  utilities  usually  merges  with  the  value  of  the 
land,  and  no  distinction  is  made ;  but  in  considering  the  value 
of  land  that  has  not  been  improved  by  utilities,  the  accessi- 
bility to  such  utilities  and  the  cost  of  extending  them  to  the 
premises  are  very  material  considerations. 

"  The  greatest  loss  that  the  United  States  Housing  Corpora- 
tion sustained  was  where  it  had  built  a  '  model  town  '  outside 
the  limits  of  the  neighboring  city.  It  could  have  built  houses 
inside  those  limits,  where  utilities  were  already  installed,  much 
more  quickly  and  more  cheaply;  for  the  cost  of  improved 
vacant  lots  in  the  city  was  less  than  that  of  the  improved 
acreage  plus  the  great  cost  of  utilities.  The  attractiveness  of 
the  finished  new  town  was  not  enough  to  offset  the  disadvan- 
tage of  a  long  car-ride  and  to  pay  the  increased  cost  of  utili- 
ties. This  is  a  point  which  deserves  special  consideration 
today  in  undertaking  any  new  housing  scheme.  Taking  ad- 
vantage of  the  utilities  already  installed  at  pre-war  cost  will 
often  mean  a  large  saving  in  building  cost." 

4.  Taxation  of  Forest  and  Mineral  Lands 

Time  has  been  too  limited  to  allow  me  to  go  into  the  perplexing 
question  of  the  taxation  of  forest  lands  and  mineral  lands.  I  am 
familiar  with  the  report  on  Taxation  of  Mines  by  the  committee 
of  this  Association.  It  views  the  whole  subject  from  the  point  of 
view  of  revenues  of  local  political  units.  It  is  indispensable  that 
we  should  provide  appropriate  revenues  for  our  local  units.  I  fail 
to  be  convinced,  however,  that  the  best  method  to  provide  these 
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revenues  is  by  means  of  the  taxation  of  these  lands,  including  the 
forest  and  the  minerals,  on  the  basis  of  selling  value  with  the 
same  tax  rate  as  that  laid  upon  urban  and  agricultural  land.  There 
is  a  very  serious  problem  of  conservation  involved,  which  has 
received  inadequate  consideration  by  your  committee.  Possibly 
the  word  conservation  has  ceased  to  have  a  sufficiently  definite 
meaning.  We  cannot  go  into  this  at  length  in  the  present  place, 
but  in  relation  to  forests  we  may  say  that  it  means  the  continu- 
uous  production  of  an  economic  supply  of  essential  forest  products; 
and  in  relation  to  minerals  and  other  products  which  are  used  up 
once  for  all,  we  may  say  that  the  problem  of  conservation  is  a 
problem  of  economical  use  with  a  proper  balancing  of  present  and 
future  needs. 

If  I  may  venture  to  make  a  recommendation  in  respect  to  these 
lands,  it  is  that  the  whole  subject  should  be  re-examined  with  re- 
spect to  conservation,  with  respect  to  the  relations  between  present 
and  future  heeds,  as  well  as  with  respect  to  the  requisite  revenues 
of  the  local  political  units  where  mines  and  forests  are  situated. 

5.  Thoroughgoing  Investigation  of  the  Theory  and 
Practice  of  Indirect  Taxation 

In  Part  I  it  has  been  already  recommended  that  a  painstaking 
investigation  be  made  of  the  theory  and  practice  of  indirect  taxa- 
tion, and  this  is  repeated  in  this  place.  Indirect  taxation  is  in  this 
connection  to  be  construed  broadly,  so  as  to  include  consumption 
taxes  and  the  various  sorts  of  sales  taxes  that  have  been  proposed 
and  seriously  discussed. 

VIII.   General  Conclusion 

In  conclusion,  however,  let  me  emphasize  the  fact  that  our 
American  system  of  taxation  where  it  is  well  carried  out  and  well 
administered  —  even  fairly  well,  as  it  is  in  many  states,  for  ex- 
ample, Massachusetts — means  this :  An  ownership  of  a  very  large 
proportion  of  land  values  by  the  community.  May  I  relate  in 
closing  this  paper  a  personal  incident?  When,  in  1911,  I  gave  a 
paper  before  the  Verein  fiir  Social  Politik  at  the  annual  meeting 
in  Nuremburg,  I  called  attention  to  the  technical  aspects  of  the 
American  system  of  taxation,  especially  with  reference  to  urban 
conditions.  At  the  close  of  the  address  a  moderate  German  single- 
taxer,  who  had  studied  conditions  in  the  United  States,  said  to 
me,  "  You  in  America  already  have  all  that  we  want." 
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APPENDIX 

Note  1 

One  respect  in  which  indirect  taxes  are  superior  to  direct  is  to 
be  found  in  the  fact  that  they  are  paid  in  very  small  sums  and 
very  generally  are  not  noticeable.  Now  that  taxation  has  become 
so  heavy,  it  is  to  be  recommended  that  we  should  take  adminis- 
trative measures  to  confer  upon  direct  taxation  as  many  of  the 
facilities  and  conveniences  of  indirect  taxation  as  possible.  It  is  a 
great  hardship  to  many  people  that  the  taxes  on  land  and  build- 
ings have  to  be  paid  in  nearly  all  parts  of  our  country  once  a 
year.  It  would  make  the  tax  much  easier  and  lessen  the  sacrifice 
if  the  taxes  could  be  paid  quarterly.  Certainly  we  would  protest 
if  we  had  to  pay  our  gas  bills  once  a  year  instead  of  monthly. 
This  may  seem  a  trivial  matter  to  people  with  abundant  funds,  but 
those  who  have  had  large  experience  will  know  that  there  are 
millions  of  people  in  the  United  States  to  whom  it  is  a  matter  of 
real  significance. 

It  is  to  be  desired  that  as  large  a  number  of  people  as  possible 
should  be  put  in  a  position  to  pay  direct  taxes;  and  by  better  ad- 
ministrative measures,  like  payments  at  rather  frequent  intervals, 
and  by  popular  education  in  economics  bringing  home  to  the 
masses  the  benefits  they  receive  from  public  services  and  the  right- 
eousness of  contributing  to  the  expenses  if  they  are  able  to  do  so, 
an  increasing  number  may  become  direct  taxpayers.  As  John 
Stuart  Mill  showed,  what  can  be  done  by  direct  taxation  depends 
to  a  considerable  extent  upon  general  enlightenment  and  the  de- 
gree of  integrity  reached  by  the  great  mass  of  the  people  with 
respect  to  public  obligations.  Mill  feared,  for  example,  danger  of 
repudiation  of  public  debts  if,  at  the  time  he  wrote,  exclusive 
reliance  should  be  placed  on  direct  taxes.  Have  we  reason  to 
think  that  the  conscience  of  the  modern  nation  has  grown  more 
sensitive  since  Mill  wrote,  in  the  middle  of  the  nineteenth  century? 

The  following  quotation  from  Mill  deserves  careful  considera- 
tion : 

"■  If  our  present  revenue  of  about  seventy  [1862]  millions 
were  all  raised  by  direct  taxes,  an  extreme  dissatisfaction 
would  certainly  arise  at  having  to  pay  so  much ;  but  while 
men's  minds  are  so  little  guided  by  reason,  as  such  a  change 
of  feeling  from  so  irrelevant  a  cause  would  imply,  so  great 
an  aversion  to  taxation  might  not  be  an  unqualified  good. 
Of  the  seventy  millions  in  question,  nearly  thirty  are  pledged, 
under  the  most  binding  obligations,  to  those  whose  property 
has  been  borrowed  and  spent  by  the  state;  and  while  this  debt 
remains  unredeemed,  a  greatly  increased  impatience  of  taxa- 
tion would  involve  no  little  danger  of  a  breach  of  faith.  .  .  . 
But   while   much   of  the    revenue    is   wasted   under  the   mere 
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pretense  of  public  service,  so  much  of  the  most  important 
business  of  government  is  left  undone,  that  whatever  can  be 
rescued  from  useless  expenditure  is  urgently  required  for  use- 
ful. Whether  the  object  be  education;  a  more  efficient  and 
accessible  administration  of  justice;  reforms  of  any  kind 
which,  like  the  Slave  Emancipation,  require  compensation  to 
individual  interest;  or  what  is  as  important  as  any  of  these, 
the  entertainment  of  a  sufficient  staff  of  able  and  educated 
public  servants,  to  conduct  in  a  better  than  the  present  awk- 
ward manner  the  business  of  legislation  and  administration; 
every  one  of  these  things  implies  considerable  expense,  and 
many  of  them  have  again  and  again  been  prevented  by  the 
reluctance  which  existed,  to  apply  to  Parliament  for  an  in- 
creased grant  of  public  money,  though  (besides  that  the  exist- 
ing means  would  probably  be  sufficient  if  applied  to  the  proper 
purposes)  the  cost  would  be  repaid,  often  a  hundredfold,  in 
mere  pecuniary  advantage  to  the  community  generally.  If  so 
great  an  addition  were  made  to  the  public  dislike  of  taxation 
as  might  be  the  consequence  of  confining  it  to  the  direct  form, 
the  classes  who  profit  by  the  misapplication  of  public  money 
might  probably  succeed  in  saving  that  by  which  they  profit,  at 
the  expense  of  that  which  would  only  be  useful  to  the  public." 
(Bk.  V,  Chap.  VI,  §  1.) 

Note  2 

The  avoidance  of  industrial  investments  by  people  of  small 
means  is  incidentally  brought  out  by  Professor  T.  S.  Adams  in  his 
article  on  "  The  Fundamental  Problems  of  Income  Taxation,"  in 
the  Quarterly  Journal  of  Economics  (August,  1921),  in  the  fol- 
lowing passage :  "  The  great  mass  of  small  investors  to  whom  the 
tax  rate  is  a  negligible  factor  do  not  seek  miscellaneous  business 
investments  and  should  not  be  encouraged  to  do  so.  It  seems  to 
be  the  opinion  of  the  banking  and  investment  world  that  industrial 
investments  are  in  the  main  made  by  persons  to  whom  the  tax 
rate  is  a  real  factor,  and  this  is  probably  the  case  "  (page  550). 

Note  3 

"  It  is  obvious  that  so  far  from  penalizing  land  in  any  form, 
we  ought  rather  to  regard  it  with  peculiar  affection.  Were  it 
the  sole  subject  of  property,  other  arguments  might  apply,  but 
in  England,  where  the  income  from  it  is  not  an  eighteenth  of 
the  total  income  of  the  country,  it  is  folly  to  unsettle  laws 
and  customs  on  which  as  a  whole  our  mighty  prosperity  has 
been  founded. 

"  Further,  it  is  doubtful  if  property  in  land  is  a  whit  more 
dependent  on  general  prosperity  than  any  other  kind  of  prop- 
erty." 

(From   the    Social   Contract,   bv    C.    Y.    C.    Dawbarn,    pages    97 
and  98.) 
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Note  4 

Speaking  of  conditions  in  England  about  1875,  W.  H.  Mallock 
writes  as  follows : 

"  On  the  whole,  social  conditions  then  prevalent  in  London 
coincided  with  what,  in  the  country,  I  had  known  and  ac- 
cepted when  a  child  as  part  of  the  order  of  nature.  Of  society 
represented  by  a  definite  upper  class,  the  basis  was  still  in- 
heritance in  the  form  of  inherited  land. 

"  This  was  no  mere  accident.  It  was  a  fact,  definitely  ex- 
plicable in  terms  of  statistical  history.  At  the  time  of  the 
battle  of  Waterloo,  outside  the  landed  class  there  did  not  exist 
in  England  five  hundred  people  whose  incomes  exceeded  five 
thousand  pounds  a  year.  The  landed  class  was  typically  the 
rich  class  of  the  country.  The  condition  of  things  since  then 
has  in  this  respect  been  reversed.  During  the  sixty  years 
succeeding  the  battle  of  Waterloo,  business  income  exceeding 
five  thousand  pounds  a  year  had  increased  numerically  in  the 
proportion  of  one  to  eight,  while  since  that  time  the  increase 
has  been  still  more  rapid.  On  the  other  hand  not  only  has 
the  number  of  the  large  agricultural  landlords  shown  no  in- 
crease whatever,  but  since  the  year  1880  or  thereabouts  their 
aggregate  rental  has  suffered  an  actual  decrease,  having  fallen 
in  the  approximate  proportion  of  seventy  to  fifty-two.  This 
shrinkage  in  the  fortunes  of  the  old  landed  families,  except 
those  who  were  owners  of  minerals  or  land  near  towns,  and 
the  multiplication  of  families  newly  enriched  by  business, 
were,  when  I  first  knew  London,  proceeding  at  a  rate  which 
had  never  been  before.  It  was.  however,  slow  in  comparison 
with  what  it  has  been  since,  and  the  old  landed  families,  at 
the  time  to  which  I  am  now  alluding,  still  retained  much  of 
their  old  prestige  and  power,  as  is  shown  by  the  fact  that 
the  leaders  of  both  political  parties  were  still  mainly  from 
the  limited  class  in  question." 
(Taken  from  the  book  entitled.  Memoirs  of  Life  and  Literature, 
by  W.  H.  Mallock.    Harper  and  Brothers,  1920,  pages  92-94.) 

Note  5 

How  different  would  have  been  the  situation  in  Madison,  Wis- 
consin, had  we  introduced  the  reform  advocated  by  the  late  Mr. 
Fillebrown  in  his  A  B  C  of  Taxation  and  in  many  other  pub- 
lications. He  proposed  to  confiscate  land  values — or  if  we  want  to 
avoid  the  harsh  term,  let  us  say  appropriate — during  a  period  of 
thirty  years.  If  we  had  had  this  system  in  Madison,  where  land 
values  have  been  fairly  stable  and  on  the  whole  increasing  grad- 
ually, a  young  man  going  to  his  banker  or  to  some  capitalist  to 
borrow  money  for  a  home  would  not  have  been  greeted  with  a 
smiling  face,  beaming  assent,  but  with  a  sober  mien  of  countenance 
and  a  shaking  of  the  head.     Should  any  doubt  this,  let  them  com- 
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pare  the  situation  like  that  that  I  have  described  in  my  home  city 
with  the  situation  in  cities  where  land  values  are  slowly  decreas- 
ing. There  are  abundant  opportunities  for  such  comparisons. 
Where  there  is  stability  and  especially  a  slow  increase  in  values,  a 
man  of  character  and  capacity,  with  even  a  half-way  assured  posi- 
tion, finds  it  extremely  easy  to  borrow  money  for  the  construction 
of  a  home,  and  it  is  rare,  indeed,  that  the  money-lender  suffers  loss. 
The  oldest  building  and  loan  association  in  Madison,  which  is  now 
thirty-eight  years  old,  has  only  once  foreclosed  a  mortgage  in  all 
that  period.  Twice,  in  addition,  it  began  iereclosure  proceedings, 
but  before  the  foreclosure  had  taken  place  payment  was  made. 

I  fear  what  Mr.  Fillebrown  recommends  would  be  about  as 
merciful  as  the  infliction  of  capital  punishment  by  cutting  a  man 
to  pieces  an  inch  at  a  time,  beginning  with  his  feet,  instead  of 
cutting  his  head  off  with  one  stroke. 

Note  6 

"  Land  owners  not  only  offered  to  turn  large  tracts  of  de- 
sirable land  over  to  the  Land  Settlement  Board  as  trustee,  but 
in  addition  agreed  to  provide  money  to  land  settlers  under  the 
terms  of  the  State  Land  Settlement  Act  in  order  that  devel- 
opment might  be  carried  out  promptly.    .    .    . 

"  What  you  say  about  Michigan  is  of  great  interest.  Here 
land  is  too  valuable  to  become  state  property,  but  the  inability 
of  land  owners  to  pay  interest  on  mortgages  threatens  to  cause 
a  great  aggregation  of  land  holdings  by  the  banks.  I  learned 
recently  that  the  Province  of  British  Columbia  in  Canada  has 
taken  over  so  much  land  through  non-payment  of  taxes  as  to 
cause  this  to  be  a  grave  question." 

(Extract  from  letter  from  Professor  Elwood  Mead,  University  of 
California,  to  Dr.  Ely,  October  3,  1921.) 

Note  7 

I  think  John  Stuart  Mill  perhaps  the  wisest  of  all  the  economists 
because  he  could  see  so  many  sides  of  our  economic  problems  and 
because  of  his  sense  of  justice.  No  one  sympathized  more  deeply 
with  the  aspirations  of  the  less  fortunate  groups  in  the  community, 
but  he  did  not  forget  that  the  rich  were,  after  all,  human  beings 
with  rights,  and  capable  of  feeling  pleasure  and  pain.  Mill  was 
senstive  to  wrongs  to  any  and  every  social  class;  and  he  knew 
that  without  public  as  well  as  private  honesty,  integrity  and  faith- 
keeping  with  people,  all  hope  of  advancement  was  illusory.  The 
following  passage  aft'ords  fine  illustration  and  it  should  be  remem- 
bered in  reading  it  that  on  account  of  his  sympathy  with  the  wag6- 
earner  and  the  radical  nature  of  some  of  his  proposals,  he  has 
frequently  (even  if  without  sufficient  warrant)  been  ranked  with 
the  Socialists. 
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"If  the  rich  regard  the  poor,"  says  Mill,  "as  by  a  kind  of 
natural  law,  their  servants  and  dependents,  the  rich  in  their  turn 
are  regarded  as  a  mere  prey  and  pasture  for  the  poor;  the  subject 
of  demands  and  expectations  wholly  indefinite,  increasing  in  ex- 
tent with  every  concession  made  to  them.  The  total  absence  of 
regard  for  justice  or  fairness  in  the  relations  between  the  two,  is 
as  marked  on  the  side  of  the  employed  as  on  that  of  the  employers. 
We  look  in  vain  among  the  working  classes  in  general  for  the  just 
pride  which  will  choose  to  give  good  work  for  good  wages;  for 
the  most  part,  their  sole  endeavour  is  to  receive  as  much,  and  re- 
turn as  little  in  the  shape  of  service,  as  possible."  (Bk.  IV,  Chap 
VII.  §  4.) 
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